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The Evolution of 


Print Media 


QUEBECOR WORLD 


Continuing a Tradition 


The digital revolution is reshaping the 
printing industry. What was once a craft 

has been transformed into a broad array 

of communications services. Johannes 
Gutenberg invented a method of printing 
from movable type to communicate more 
effectively. Centuries later, printers are using 
digital tools to carry on the same tradition. 


Quebecor World 


Quebecor World is the largest commercial printer in 


the world. The Company is a leader in most of its major 


product categories, which include magazines, retail 
inserts, books, catalogs, specialty printing and direct 
mail, directories, digital pre-media services, CD-ROM 
mastering and replicating and other value-added 
services. The Company has over 40,000 employees 
working in more than 160 printing and related facilities 
in the United States, Canada, France, the United 
Kingdom, Spain, Germany, Austria, Sweden, Finland, 
Chile, Argentina, Peru, Colombia, Mexico and India. 


At the Annual Meeting of Quebecor Printing Inc. on 
April 25, 2000, shareholders will be asked to approve 
a change of legal name to Quebecor World Inc. 
Upon shareholder approval of the new name, the 
Company’s shares will trade under the new symbol 
|QW on both the Toronto and New York Stock 
Exchanges. 
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Financial Highlights 


(In thousands of US dollars, except per share data) 1999 % growth IDS 
Operations 

Revenues $ 4,952,537 30 S 3,808, 155 
Operating income* 473,245 49 317,499 
Restructuring and other charges 180,000 - 
Net income 80,056 159,560 
Cash provided from operating activities 710,142 72 413,915 
Free cash flow from operations** 530,802 91,445 
Investments 

Business acquisitions $ 923,250 $ 260,208 
Additions to fixed assets 194,708 S123} 
Financial position 

Total assets $ 6,756,252 76 $ 3,842,116 
Shareholders' equity 2,320,884 48 1,564,504 
Debt-to-equity ratio 55:45 44:56 
Per share data 

Net income cash basis*** $ 1.81 Dy GS 142 
Net income $ 0.56 H 29 
Dividends $ 0.28 ile Ss Oy 
Book value $ 14.28 DD o Tilee 


ee D 


Note: All dollar figures are in U.S. dollars unless otherwise indicated. 
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* Before restructuring and other charges. 


** Cash provided from operating activities less capital expenditures net of proceeds from 


disposals, and preferred share dividends. 


*«* Net income before goodwill amortization, less preferred share dividends and before 


restructuring and other charges. 


Message to 


Shareholders 


1999 was an exceptional year marked by record 
results and a merger that transformed your Company 
into the largest commercial printer in the world. 


Two Industry Leaders Merge 


The secret of success, it has been said, is constancy of 
purpose. In 1999, we proved that maxim to be true, 
capping a decade of steady growth with a merger that 
transformed your Company into the largest commercial 
printer in the world. 


By combining forces with World 


Annual Growth Rate: 22% 


Color, a U.S. leader in the man- 
agement and distribution of print 
and digital media information, 
we became larger, but most 
importantly, we became stronger. 
Within three months of the 
merger, the opportunities for 
synergies surpassed our expec- 
tations, doubling our initial target 
of $50 million to $100 million. 
As we moved to integrate our 
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respective organizations, it be- 
came clear that Quebecor World, as the new company 
will be called, will provide better service to customers 
and returns to shareholders than either organization 
could ever achieve on its own. 


A Strategy for Success 


For more than a decade, we have pursued growth 
through acquisitions and technological leadership. Since 
the late 1980s, we have made more than 60 acquisi- 
tions valued at $2.5 billion, expanding from our roots in 
Canada to become a major industry consolidator on 


three continents. This successful track record gave us 
the confidence and the experience to undertake the 
largest transaction in the history of the printing industry 
—our $2.7-billion merger with World Color. 


Consistent Growth 


Consistent growth in revenues and earnings reflects the 
success of our strategy. On a pro-forma basis, our 
revenues are now more than $6.5 billion, and since 
1989, earnings per share have increased at an annual 
growth rate of more than 20 percent. 


In 1999, the Company's revenues totaled $4.9 billion, 
increasing 30 percent over 1998. Operating income 
before restructuring and other charges rose to 
$473 million, 49 percent higher than the year before. 
Earnings per share increased 22 percent to $1.57, before 
restructuring and other charges, compared with $1.29 in 
1998. We recognized one-time restructuring and 
other charges of $127 million net of tax to integrate 
World Color operations in the U.S. and improve operating 
performance in France. 


The Company increased its financial leverage as a 
result of the merger, temporarily raising the debt-to- 
capitalization ratio beyond normal levels. However, 
by the end of 1999, total debt had dropped substan- 
tially, from a peak of $3.1 billion down to $2.8 billion. 
As we temporarily suspend business acquisitions to 
focus on the integration of World Color and maximize 
free cash flow, we expect to return to a one-to-one 
debt-to-equity balance as early as year-end 2000. 


World Color - A Clear First Choice 


Before pursuing the merger with World Color, we 
conducted a broad analysis of the $150-billion U.S. print 
market, the largest in the world, comparing the costs and 
benefits of combining with certain of our major American 
competitors. World Color stood out as the clear first 
choice, providing the best opportunity to improve ser- 
vice to customers in our major markets—and conse- 
quently providing our shareholders with better returns. 
Once implemented, the merger and its financing also 
increased the public float of our stock to more than 
90 million shares. 


One + One = Three 


The merger not only doubled the size of the Company 
in the United States, it gave us a number of other clear 
advantages, including: 


m An expanded manufacturing platform - Quebecor 
World operates the largest network of commercial print- 
ing plants in the United States and worldwide. 


B Significantly improved networks - World Color added 
depth to our U.S. rotogravure and offset platforms, 
giving us a coast-to-coast capability in both major 
production processes. 


@ Market leadership - The combined operations have 
made Quebecor World the U.S. leader in magazines 
and catalogs, retail inserts, specialty printing and direct 
mail; the world leader in books, and a major producer 
of directories. 


= A broader technology offering - We have ex- 
panded our ability to customize print, increased our use 
of digital tools and broadened our expertise in New 
Media. 


m Access to powerful communications channels - As 
a member of the Quebecor family of companies, we 
offer customers a vast network of print and electronic 
channels to communicate their messages. 


An Unrivaled Management Team 


Critical to the success of a corporate merger is leadership. 
Concurrent with the signing of the merger agreement, the 
Company established an Office of the Chief Executive 
Officer to oversee Quebecor World's strategic direction 


and long-term development, including the integration 


of World Color operations. We also appointed Marc L. 
Reisch, formerly President of World Color, President and 
Chief Executive Officer of our North American opera- 
tions. Reporting to him is a new team of proven Product 
Group Presidents, selected from the best of both com- 
panies. To strengthen the leadership of our European and 
Latin American operations, we appointed Christopher 
H. Rudge, President, International Operations. He retains 
responsibility for the Company's Canadian operations. 


Restructuring for Efficiency 


In addition to significant management changes, we also 
began the process of integrating World Color 
operations. In the fall of 1999, we consolidated pur- 
chasing and other corporate services in the U.S., includ- 
ing value-added services such as digital services, logistics 
and distribution, and we reorganized our sales team to 
foster cross-selling and global sales. 


At the same time, we began to restructure our U.S. man- 
ufacturing platform in the United States to take full 
advantage of the synergies available to us. This restruc- 
turing, to be completed by mid-2001, will result in a 
significantly more efficient network of fewer but larger 
plants with increased specialization. It will also improve 
our distribution services, thereby reducing the final cost 
to our customers and allowing for faster delivery times. 


Charles G. Cavell, 
President and Chief 
Executive Officer; and 
Jean Neveu, Chairman 
of the Board. 
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Office of the Chief Executive Officer 


The Office of the CEO was established to oversee Quebecor World's strategic direction and long-term development. Members of 

the Office are from left to right, standing: Pierre Karl Péladeau, Vice Chairman of the Board; Charles G. Cavell, President and Chief 
Executive Officer; Christopher H. Rudge, President of International Operations; seated: Christian M. Paupe, Executive Vice President; 
Marc L. Reisch, President and Chief Executive Officer of North American Operations. 


A Year of Solid Achievement 


Even without achieving a landmark merger, 1999 would 
have been an exceptional year for Quebecor World. 


m Strong Performance in North 
America - In the United States, 


Annual Growth Rate: 26% 


margins and profitability rose 
to record levels as the retail roto- 
gravure network realized new 
efficiencies and productivity 
improvements following a major 
retooling program. Strong per- 
formance in all of the Company's 
divisions established in Canada, 
coupled with successful cost- 
containment initiatives, also 


90 91 92 93 94 95 96 97 98 99%* | translated into record revenues 


and margins. 


m New Markets in Europe - Acquisitions in Spain and 
Austria expanded the Company's product and geographic 
reach. Our purchase of Cayfo S.A., a leading Spanish 
book publisher, gave us an entry into the European book 
market, as well as a new capability and product line to 
sell throughout Europe. The acquisition of Oberndorfer 


Druckerei, a leading Austrian web offset printer, 
expanded access to Germany. Oberndorfer Druckerei 
currently exports approximately 60 percent of its pro- 
duction to customers in Germany. 


= Contracts - We signed major contracts including a 
$325-million agreement with Associated Newspapers 
Limited to print newspaper magazine supplements in 
the UnitedKingdom; a Cdn $1-billion contract exten- 
sion with Sears Canada to print catalogs; and another 
$400-million contract with Editorial Perfil in Argentina 
to print magazines. In the United States, significant con- 
tracts were signed with Thomson Group, Access Media 
and Pearson Group, among others. 


= Capital Investment - In 1999, Quebecor World made 
$195 million in capital investment to grow organically, 
improve efficiency and offer customers better service. 
Now that the retooling of the U.S. rotogravure network 
is complete and attention has shifted to integrating the 
two companies, the amount of capital investment 
required to maintain the Company's industry leadership 
position will be approximately $250 million in 2000, a 
level roughly equal to 70 percent of amortization of 
fixed assets. 


B International Cross-Selling - As customers expand 
globally, Quebecor World is ready to serve them wherever 
they go with our global network of operations in 15 coun- 
tries. For example, we now print inserts and catalogs in five 
countries for Scandinavian retailer IKEA. We also recently 
expanded our relationships with major U.S. clients such 
as The Learning Tree, Forbes and Office Depot to print 
catalogs and inserts for them in Europe. Similarly, we are 
printing product for several of our key North American 
customers, including National Geographic and Reader's 
Digest Books, in our Latin American facilities. 


A Strong Culture and 
Committed Workforce 


More than 40,000 employees deliver value to our 
customers in approximately 160 printing and related 
facilities located in 15 countries. At a time of great change, 
we wish to acknowledge their dedication and immense 
contribution to the Company's growth and success. We 
would also like to welcome our many new employees 
from World Color, Oberndorfer Druckerei, Cayfo, Editorial 
Perfil, and Joncas Postexperts, who bring strengths and 
unique skills to the organization. 


We would like to thank the members of our Board of 
Directors for their continued contribution. During the 
year, we welcomed two new Board members: Eileen A. 
Mercier and Robert Normand. 


We were saddened by the death of Laszlo Ross, Chief 
Operating Officer, Europe. Mr. Ross was a strong and 
dedicated leader, well liked and respected by both man- 
agement and employees. He will be deeply missed. 


Outlook 


The future has never looked brighter for Quebecor 
World. We are the only true global printer at a time 
when many of our clients are expanding internation- 
ally. We also have a proven track record of successfully 
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Jean Neveu 
Chairman of the Board 


integrating acquisitions and providing increased value 
to shareholders. Now, with the merger of World Color, 
we have a management team, a manufacturing plat- 
form and an international sales and customer service 
network that no other industry player can match. 


B Created the world’s largest commercial printing company with the 


merger of Quebecor Printing and World Color 

® Established an Office of the Chief Executive Officer and a new senior 
operating management team in the United States 

Began restructuring operations in the United States and France to 
increase efficiency and asset utilization 

m Expanded into new geographic and product markets with acquisitions 
in Spain, Austria and Argentina 

@ Achieved market leadership in the United States, the world’s largest 
print market, in magazines, catalogs, retail inserts, specialty printing 
and direct mail 


Adding to this favorable outlook is a buoyant U.S. econ- 
omy as well as above-trendline growth in advertising, 
driven by the intense competition among dot-com and 
bricks-and-mortar companies to build brand identity. 
Quebecor World is already demonstrating that it can 
capitalize on this growth, achieving 4 percent organic 
growth in the fourth quarter of 1999—much of this due 
to dot-com demand. In 2000, we will focus on inte- 
grating World Color assets into our global network. 
Maximizing free cash flow will also be a priority. We 
are confident that the cost savings and synergies being 
realized from restructuring initiatives will enable 
Quebecor World to grow earnings on a sustained basis. 


Our goal is to provide the highest level of service to our 
customers and the best return for our shareholders. The 
new Quebecor World is better equipped than ever before 
to deliver on these commitments. 


Charles G. Cavell 
President and Chief Executive Officer 
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A Conversation with the CEO 


Chief Executive Officer Charles G. Cavell discusses man- 
agement's vision for the new Quebecor World. 


A lot has changed since the merger with World Color. 
Tell us about the new Quebecor World. 


Each week, we print 
six million inserts 
for Access Media to 
advertise dot-com 
companies. In 1999, 
Quebecor World 
printed more than 
12 million books 
for Microsoft Press. 


We have essentially created a hybrid company that com- 
bines the best of two strong industry leaders. That's why 
we have decided to rename the Company "Quebecor 
World." What we've done is form a culture that brings 
together the strengths of the two companies, one that was 
more technology oriented, and the other 
that was more market focused. The mar- 
riage of these two companies will create 
new service levels for our customers and 
returns for shareholders that are 
unprecedented in the industry. 


The merger has also made us the 
largest commercial printer in the 
world. This increased 
size and scope give 
us tremendous advan- 
tages in meeting the 
communications needs 
of our customers, many 
of whom are also grow- 
ing larger and more 
global in outlook. 
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What is your vision for 
Quebecor World? 


Our vision remains the 
Same—to serve Our Cus- 
tomers’ needs. As digital 
technology revolutionizes 

the way people commu- 

nicate, we are expanding 
our role far beyond tradition- 
al printing. Quebecor World 
has become an international 
print and image management 
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company. Our Digital Services group, for example, is now 
a $150-million-a-year business. The term "prepress" is dis- 
appearing. We now call these services "pre-media" and 
they have been expanded to include digital photography, 
automated publishing systems and digital asset manage- 
ment, among other services that barely existed a few years 
ago. In fact, with the $35 million that we have invested in 
direct-to-plate technology, the product can be handled 
digitally from initial conception right up until the back of 
the printing press. 


Ironically, the digital processes that we use to prepare 
content for printing are the same processes that are required 
to feed digital content to a Website, or an e-flyer, or an 
electronic catalog. Isn’t it wonderful that we are now being 
presented with new markets for technology we are already 
investing in anyway? 


Then there's the whole business-to-business side. We are 
using digital technology to collaborate more closely with 
clients and be more efficient. For example, we built a 
Website for AT&T Wireless that has enabled this client to 
consolidate much of its printing needs. Through the Website, 
the client informs us of his upcoming print requirements and 
we respond with feedback and estimates. Once the job is 
in process, the client can check on its progress right up 
until delivery. In this way, the chance of error is reduced; 
we can better manage our workflow and can respond more 
quickly to the client’s requirements. 


What are your priorities? 


The best thing we can do for the Company, customers and 
shareholders is focus on completing the integration. 
Quebecor World has grown through acquisition, so we 
have lots of experience in consolidating operations. We've 
already begun to realize more cost savings from synergies 
than we originally anticipated. By consolidating our plat- 
form into fewer but larger and more specialized plants, we 
will reduce administrative costs and achieve better 
economies of scale. As well, increased plant specialization 
will allow for greater efficiency, and improved distribution 
will reduce the final cost to our customers and improve 
speed of delivery. 


Additionally, we plan to take advantage of the opportuni- 
ties presented by New Media and the Internet. 


Some people believe New Media is a threat, 
what are your views? 


If New Media is a threat to the printing business, then 
I'd like to see more threats like this! Was it the Super 
Bowl this year, or the "Dot-Com Bowl"? There is a flood 
of advertising from e-tailers and click-and-mortar com- 
panies to get users to "pick my site" out of the five million 
Websites, when thousands are being created every day. 
Their success, in fact their survival in most cases, just like 


many retailers, is determined by promotional campaigns 
that generate traffic to their stores and Websites. The new 
e-tailers are using magazines, inserts and direct mail. One of 
our clients is printing six million retail inserts a week aimed 
exclusively at drawing traffic to various Websites. Just look 
at any magazine stand today and see how many more titles 
are related to New Media, or inside any magazine and 
see how much of the advertising is from dot-coms. Sears 
Canada, a major client of ours, continues to increase the 
number of catalog pages printed, while at the same time its 
e-commerce business is expanding exponentially, from 
$3 million in sales in 1998 to $22 million last year. We also 
printed more than 400 book titles related to the Internet and 
technology in 1999. I'd really like to see more threats like this! 


Looking at the Company as a whole, what are 
the goals for the future? 


It’s wonderful to be the world’s largest commercial printer, 
but our real goal is to apply that size and diversity to be the 
best communications ally our customers can possibly have. 
In addition, our goal to provide the best possible return to 
shareholders drives us to be not only the most successful 
consolidator in the industry, but also one of the most 
customer-focused. We have the leadership, the people, 
the plan and the technology to achieve that goal. | have 
never been more optimistic about the industry or the future 
of our Company. 


Working in close partnership with customers, we 
are using New Media tools to enhance collabo- 
ration, to cut production times and costs, 
to better target end users, and to open new 
revenue opportunities for clients by repurposing 
information. These New Media tools are pro- 
vided through a combination of in-house expertise 
and strategic partnerships with other companies 
in the Quebecor family such as Informission- 
Intellia and EntreVision, which provide a 
wide range of e-business solutions, as well as 
with outside players such as Broadcast.com. 


H Web-enabled electronic storefronts - 
Quebecor World has cut costs and improved 
client control on ordering through realtime, 
Web-enabled electronic storefronts with 
e-commerce capabilities for clients like AT&T 
Wireless and Microsoft, among others. 


B® Electronic collaboration - Quebecor World has 
cut production time and improved communica- 
tions by providing a technology solution that allows 
Brooks Drugs to share files with their agency and 
then electronically transfer the completed files to 
the Quebecor World printing facility and its direct- 
to-plate equipment. 


H Remote proofing and network connectivity - 
Value City in Ohio and Rona in Canada use remote 
proofing for inserts to cut their time to market. 
Shoppers Drug Mart cut their print-production 
cycle substantially by distributed editing of files 
at several Canadian facilities. 


H Re-use of digital images - Quebecor World 
stores and updates digital images and text for 
Avon. This Digital Asset Management system 
allows Avon to access consistent information 


for its advertisements, catalogs and retail 
inserts in 26 countries. Similar services are 
provided to Toys “A” Us, 


H Automated publishing systems (APS) - 
Quebecor World assists catalog clients like 
Vermont Country Store and K-B Toys publish cat- 
alogs more easily and rapidly with tools such as 
"Catalog Magician." Larger users such as Radio 
Shack use APS tools from Quebecor World's affil- 
iate, Informission-Intellia. 


H Merging print and New Media - Quebecor 
World works with Canadian Tire at multiple 
levels. We use digital photography to capture 
images that are used in the catalogs and retail 
inserts that we print. Content data is repurposed 
in an e-flyer that Quebecor World created for 
Canadian Tire to extend its reach to Web- 
based clients. 


H Multimedia capabilities - Quebecor World 
prints the books and direct mail of leading 
management consultant, Tom Peters. To extend his 
franchise, Quebecor World assisted in the 
creation of the Website www.tompeters.com. This 
site uses the Quebecor World strategic 
relationship with Broadcast.com to offer live 
and pre-recorded Webcasts of Dr. Peters! 
seminars. This same technology was used 
by World Color for the Web's first fashion 
show by our client, Victoria's Secret. 
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BY PRODUCT 
& Magazines $ 1,464 
& Retail inserts 1,041 
i Catalogs 77\ 
i Books 645 
& Specialty Printing 

and Direct Mail 531 
# Digital and other 

value-added services 267 
® Directories 234 

Total $ 4,953 


BY GEOGRAPHIC SEGMENT 


® United States $ 2,938 
@ Canada 973 
@ Europe 945 
® Latin America 97 

Total $ 4,953 


Review of 


Operations 


Operations Reach New Heights 


Propelled by efficiency gains from retooling and strong economic conditions in North America, 
Quebecor World operations reached new heights of performance during 1999. In the United 
States, the Company’s rotogravure network set productivity records; its expanded specialty 
and direct mail business dominated the sector, and a surge in print demand from dot-com 
companies helped fuel organic growth. In Canada, a stellar performance across all product 
lines led to record margins, while in Europe and Latin America, strategic 
acquisitions expanded our geographic and product reach. 


International Cross-Selling 


Quebecor World is expanding its relationships with customers and grow- 
ing business through international cross-selling. With our networked 
operations and global sales focus, we are able to serve clients who oper- 
ate around the world. For example, we now produce retail inserts and 
catalogs in five countries for Scandinavian retailer IKEA. We also recent- 
ly expanded our relationships with major U.S. clients such as The Learning 
Tree, Forbes and Office Depot to print catalogs and retail inserts for them 
in Europe. Similarly, we are printing product for several of our key North 
American customers, including National Geographic and Reader's Digest 
Books, in our Latin American facilities. 


Expanding with Customers 


Quebecor World's willingness to invest in new technology and expand 
production to keep pace with customer growth led to major new 
contracts and contract extensions. Working in close partnership with 
customers to achieve their goals has enabled us to underwrite virtually 
all of our major capital investments. 


Growing through Acquisitions and Strategic Alliances 


While the merger of Quebecor Printing and World Color overshadowed events in 1999, 
both companies grew through acquisitions independently. World Color acquired commer- 
cial printing operations in New England: Infiniti Graphics and Universal Graphics. Quebecor 
World expanded in Spain, Austria and Argentina, entering new geographic and product 
markets through the following acquisitions: 


m Cayfo S.A., Spain’s second-largest book producer 
m Oberndorfer Druckerei, a leading web offset printer in Austria 


@ the printing assets of Editorial Perfil, a leading magazine publisher in Argentina. 


Building World Class Assets 


Quebecor World operates the most diverse manufacturing platform in the industry. We com- 
bine digital services with an unrivaled mix of rotogravure, offset and sheetfed capacity to meet 
our Customers’ print media needs. We provide customers with access to highly sophisti- 
cated personalization and other value-added products and services. The World Wide Web 
has strengthened the demand for print as e-commerce marketers compete for user atten- 
tion. The Company's Digital Services group is now serving both print and Web publishers. 


During 1999, the Company spent $195 million on new plant, equipment and technology, 
including $40 million in World Color plants from the time of change in ownership. In 2000, 
capital investment will amount to approximately $250 million as the Company focuses its 
efforts on combining operations in the United States and using free cash flow to pay down 
debt. We are confident that this will be more than sufficient to maintain the modern state of 
our worldwide platform and grow our business. 


Greater Economies of Scale 


The major competitive advantage conferred on Quebecor World by the merger is the abil- 
ity to use our greater size to improve business. By operating fewer but larger and more spe- 
cialized plants and integrating distribution and transportation systems in the United States, 
we are taking important steps to control costs and provide customers with access to greater 
economies of scale. Our worldwide procurement also enables us to partner with major sup- 
pliers on a global basis. That capability grew stronger during 1999 when several key execu- 
tives assumed positions in our global procurement and treasury office in Switzerland. 


Pursuing Cross-Border Opportunities 


Following the merger, the Company made a shift toward a continental business model in North 
America. The headquarters for North American operations, which are led by Marc L. Reisch, 
were established in Greenwich, Connecticut. While the Company’s U.S. and Canadian 
operations continue to operate as separate business units, both are benefiting from increased 
coordination and cross-border business opportunities. 


Oberndorfer 
Druckerei - A leading 
web offset printer 

in Austria, gives 
Quebecor World 
strategic access to the 
German print market. 
Approximately 60 per- 
cent of Oberndorfer 
Druckerei’s revenues 
come from sales to 
Germany. 


Cayfo S.A. - 
Quebecor World 
diversified into the 
European book market 
with the acquisition of 
Spain’s second largest 
printer. The addition 
of Cayfo will also 
allow the Company 

to improve service 

to South America by 
coordinating activities 
with plants in Mexico, 
Peru and Colombia. 
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the merger include: 


Marc L. Reisch, Chairman, President and Chief 
Executive Officer, Quebecor World (USA) Inc. 


"a 


Charles L. Miotke, President, Targeted Publications. Jerry W. Allee, President, 
Book Services. Ron F. Covelli, President, Direct. 


if 


Daniel J. Scapin, President, Logistics Services. John Paloian, President, Magazine 
and Catalog. Tom W. Oliva, President, Gravure Magazine and Catalog. 


R 
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Brian W. Sullivan, President, Commercial. David S. Boles, President, Retail & 
Sunday Magazine. Jack A. Schuh, President, Digital Services. 


4 Quebecor World 


United States 


Record revenues, operating income and margins reflected the robust health of the Company's 
U.S. operations. The merger more than doubled the size of our American operations, mak- 
ing Quebecor World the largest commercial printer in the United States. Other benefits of 


= New opportunities for market leadership - With the addition of World Color’s facilities 
and expertise, the-Company became the leading U.S. producer of magazines and 
catalogs, retail inserts, specialty printing and direct mail materials. 


@ Expansion of our manufacturing platform - By linking plants from both companies, we 
expanded our nationwide retail offset network and our continental directory network. 


@ Greater access to technology - World Color’s leadership in customized printing and 


other value-added services enhanced our ability to compete in 
the fast growing direct mail sector. We can now combine more 
products and services to satisfy the wider communications needs 
of our customers. 


& Improved efficiency - By taking steps to consolidate manufac- 
turing in fewer but larger and more highly specialized plants, we 
began a process to increase equipment utilization and improve 
scheduling efficiencies. Increased mail consolidation will provide 
our customers deeper penetration into the postal system, which will 
reduce total distribution costs and shorten delivery times. 


Seasoned Team Leads U.S. Forward 


A diverse team of seasoned executives is moving Quebecor World's 
U.S. operations forward. Led by Marc L. Reisch, President and CEO of 
our North American Operations, the new senior operating management 
team represents a winning blend of knowledge, skill and experience. 


Completion of Rotogravure Retooling 


The Company has completed its $400 million retooling of its coast- 
to-coast rotogravure network in the United States. This network 
provides printing and related services to national retailers that rely 
on retail insert programs to generate in-store traffic. Quebecor World 
has installed the only 3.5-meter-wide presses in North America. 
These presses allow the Company to produce inserts at a faster rate 
than any other printer. We thus provide a competitive advantage to 
retailers electing to price their products at the last minute. 


1999 Revenues 
$2.9 billion 
Plants 
More than 90 
Employees 
30,000 


A new 3.5-meter-wide 
press installed in our 
plant in Memphis, 
Tennessee has enabled 
us to expand with U.S. 
customers such as 
Sears. Quebecor 
World’s willingness 

to invest in new 
equipment to better 
serve its customers’ 
needs has paid off in 
contract extensions 
and new business. 
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An employee inspects 
retail inserts being 
printed on one of 

the Company’s new 
wide-web rotogravure 
presses. Rotogravure 
is an efficient process 
for printing high qual- 
ity four-color, long-run 
catalogs, retail inserts 
and newspaper 
supplements. 


In 1999, the Company 
welcomed 16,000 
new employees from 
World Color. 


The Company's national platform of manufacturing operations is linked by a fiber-optic net- 
work that can take customers’ digital text and photo files and distribute them to the required 
sites, where the printing cylinders are engraved automatically. The physical product is only 
handled manually once the robots have stocked the inserts on pallets for shipping. 


New Products Build Business 


The Company combined creativity with technology to introduce new products and develop 
new markets. Achievements in 1999 included: 


@ Several games and promotions launched by the Direct Marketing Group to support major 
movie releases. Specialty and direct marketing are two of the Company's fastest-growing 
sectors. 


m A highly successful personalized catalog wrapper program for the U.S. auto industry, 
combining the one-to-one marketing capabilities of the Direct Marketing and Catalog groups. 


# Demonstrated leadership in printing new magazine start-ups. Titles launched in 1999 
include CosmoGIRL!, Talk, National Geographic Adventurer, Stuff, Mode Girl and Noise. 


® Coupon books and other new products produced by the Retail Group. 


The finishing line at 
our plant in Memphis, 
Tennessee uses state- 
of-the-art robotics. 
During the period 
1997 to 1999, 
Quebecor Printing 
and World Color 
invested a combined 
total of close to 

$1.2 billion to 
upgrade facilities and 
expand technological 
capabilities. A major 
portion of these 
investments went 
toward retooling the 
Company's roto- 
gravure operations. 
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Quebecor World 

has invested some 
$35 million in 
computer-to-plate 
technology, which 
increases efficiency 
and allows customers 
to make changes 
much later in the 
production cycle. 


Industry-Leading Progress 


Quebecor World made industry-leading progress in the U.S. in 1999. Significant events 
included: 


w Installation of Computer-to-Plate (CTP) equipment - By the end of 2000, all offset 
magazine and catalog facilities will be equipped with CTP. More and more customers 
are using digital data in the creation of their printed products. Quebecor World's pre- 
media centers are being expanded to serve the digital photo and information needs of 
customers who are using the same files for both print and Web media. 


m Adoption of realtime software support - An operations support system installed in the 
Company's retail plants provides customers with a single point of contact to the services of 
the entire network. The system supports order-taking to invoicing, enabling the Company to 
handle complete retail printing projects from coast to coast, regardless of the process used. 


Combining Forces 


The merger of Quebecor Printing and World Color Press set the stage for an evolution in the 
operations of the combined company. That evolution got under way in the fall of 1999 as we 
began to implement a strategy to integrate facilities and functions in the United States. 


glass Ee fe PTS | 
Em ST 


9 = 


Me 
ELE a os 


Sa 


ee 


The first phase of the integration is already complete. Within a 
couple of weeks of the merger, we consolidated corporate func- 
tions, including finance, treasury, tax, legal, human resources and 
benefits. By the end of the year, the sales teams of both com- 
panies were reorganized into a single force with a strong focus 
on cross-selling. 


The second phase, which involves the restructuring of our U.S. 
manufacturing platform, also began in 1999. Over an 18-month 
period, we will implement a more efficient plant organization, 
taking measures to consolidate operations in fewer, larger plants, 
to increase specialization, to combine equipment in the best 
mix, and to optimize distribution. 


Restructuring projects that are now complete include the con- 
solidation of digital services in Orlando, Florida, list services oper- 
ations in Chicago, Illinois, and bindery operations in eastern 
Tennessee. Other important restructuring milestones include the closure of the Quebecor 
Printing retail plant in San Jose in 1999 and the transfer of equipment to Fernley, Nevada. 


Since print demand is traditionally lower early in the year, we will take advantage of the 
industry's seasonality to make changes without impacting customer service or earnings. 
Most restructuring projects will be carried out during the first half of both 2000 and 2001. 


Outlook - U.S. Operations 


In 2000, we will focus on taking advantage of the full benefits that the World Color merger 
brought to the combined company. Our greater capabilities will provide U.S. customers 
with access to strategic advantages such as one-stop shopping, a national, electronically 
linked network of digital pre-media facilities and a powerful distribution system. These 
value-added features will be among the key drivers of growth in U.S. revenues and mar- 
gins in the future. 


Quebecor World 
provides digital 
photography, page 
make-up, digital asset 
management, and a 
growing range of other 
value-added services. 
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Quebecor World 


Canada 


The Company's Canadian and Directory operations continued to produce outstanding results, 
setting record operating margins in 1999. Every division made a solid contribution to this 
strong performance. Increases in volume, asset utilization and cash flow occurred across the 
board, as Canada’s economy and the retail sector, in particular, performed well. 


New Contract Reflects Strong Catalog Market 


Late in the year, the Company reached an agreement valued at more than Cdn $1 billion to 
extend a long-term contract to produce catalogs for Sears Canada. Under the multi-year 
contract extension, Quebecor World will print 90 percent of Sears’ catalogs for the Canadian 
market. A well established relationship with Sears Canada and our willingness to expand 
Canadian rotogravure capacity to meet the high demand for catalog production were major 
factors in reaching this agreement. 

Christopher H. 
Rudge, President, 


Quebecor World 
Canada 


John A. Bertuccini, President, East Group. Aivars Beikmanis, President, Specialty Group, David A. Bragen, President, 
Directory Group. Hans J. Nielsen, President, Magazines, Catalogs and Retail Group. 


Expanding to Meet Customer Needs 


During 1999, Quebecor World made a number of strategic moves to increase its share of the 
North American rotogravure market and improve service to retailers in both Canada and 
the United States. As part of that strategy, we expanded and upgraded the Company's PE&E 
facility, in Toronto, Ontario, to better meet the high Canadian demand for catalog produc- 
tion. A wide-web rotogravure press was installed in 1999, which, along with new cylinder- 
making equipment, expanded our capacity by almost 50 percent. An additional rotogravure 
press will be added in 2001. The PE&E plant is the only commercial printing operation in 
Canada equipped with rotogravure technology, which gives the Company a unique capac- 
ity to offer Canadian clients high quality long-run efficiency using the rotogravure process. 


Redefining Service 


Canadian operations continued to take a leading role in helping customers meet their com- 
munications needs with more than ink on paper. In addition to providing high-quality print 


products, the Specialty Group leveraged access to Quebecor Inc.’s Web-based distribution 
channels to provide customers with alternative media services. Quebecor World assisted a 
number of major clients combine print with electronic distribution options. A training com- 
pany that was formerly a print customer, for example, expanded its business with the Specialty 
Group to develop a link to Quebecor Inc.’s CANOE Web portal. 


Continued Search for Growth & Efficiency 


With presses booked to capacity in 1999, the search for growth centered on containing 
costs and making operations more efficient. Improvements included installation of a 
computer-to-plate system at the Company's retail insert plant in Concord, Ontario. 


Outlook - Canadian Operations 


In 2000, our Canadian operations will continue to benefit from enhanced service and cost- 
containment initiatives undertaken in 1999. Our coast-to-coast fiber-optic network will be 
completed by mid-year, enabling industry-leading file transfer speeds for regional, national 
and North American “distribute, then print” campaigns. The expansion of capacity at the 
PE&E rotogravure facility, in response to demand from retail customers, and our ability to 
develop new business that combines print and electronic media, will also contribute to 
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% OF TOTAL REVENUES 


Snapshot 


1999 Revenues 
$973 million 
Plants 
39 
Employees 
6,200 


Directory operations 
comprise a global 
network of seven 
plants serving major 
telecommunications 
companies. 


a 


Quebecor World 
is expanding its 


rotogravure facility 
near Toronto to 


better meet the 
high demand for 
catalog production. 
The Company will 
produce more than 
60 million catalogs a 
year for Sears Canada 
under the terms of 

a contract extension 
announced in early 
2000. 


Quebecor World 


Europe 


As the largest commercial printer in Europe, Quebecor World continued to solidify its 
pan-European network during 1999. The year’s events proved the value of the Company's 
diversification strategy. While overcapacity in France contributed to lower-than-expected 
earnings, operations in Austria, Spain, and the Nordic countries produced strong results. 


Acquisitions Expand Markets 


In 1999, the Company made two acquisitions that expanded its geo- 
graphic and product reach in Europe. The purchase of Oberndorfer 
Druckerei, a leading web offset printer in Austria, provided greater 
access to the German market. Oberndorfer Druckerei exports approx- 
imately 60 percent of its production to customers in Germany. 


In Spain, the Company gained a foothold in the European book 
market with the purchase of Cayfo S.A., a leading book producer. 
The Cayfo acquisition also strengthened the Company's position 
in the Spanish print market, which is developing rapidly due to 
lower production costs and favorable economic conditions. 


Continental Sales Approach 


The Company’s European sales force began operating along international rather than 
national lines in 1999. Following the Cayfo acquisition, for example, the European sales 
force was expanded to offer books throughout the European Union and to build business 
with customers in the large Hispanic markets of Latin America. Other recent continental 
sales have involved producing work for the United Kingdom in France and in the Company's 
Nordic plants. 


Reorganization in France 


As part of a major restructuring program initiated in 1999, the Company has intensified 
activities to reduce overhead and streamline operations in France. In recent years, over- 
capacity and strong competition have affected pricing, volumes and margins in the French 
market, causing results to fall short of expectations. The Company is optimistic that recent 
initiatives and restructuring activities planned for 2000 will improve productivity, stimulate 
greater growth in revenues and lead margins back to previous levels in the near term. 


UK Contract Secures Production for Seven Years 


The willingness to invest in technology and guarantee secure production was critical to our 
success in negotiating a seven-year contract extension to produce magazine supplements for 
a major British newspaper publisher. Under a contract valued at more than $325 million, 
excluding paper, Quebecor World will produce four magazine supplements for Associated 


Christopher H. 
Rudge, 
President, 
Quebecor 
World 
International 


Antonio Fernandez 
Jurado, General 
Manager, Altair 
Quebecor (Spain); 
Eveline Kettl, General 
Manager, Oberndorfer 
Druckerei (Austria). 


Hans Carlsson, General Manager, Quebecor 
Printing Norden; 

John Dickin, General Manager, Quebecor 
Printing (U.K.). 
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Our U.K. operations 
secured a multi-year 
$325-million contract 
with Associated 
Newspapers Ltd. 

to print newspaper 
magazine supplements 
for distribution in the 
United Kingdom. 


Newspapers Ltd. (ANL) at its facilities in Corby, England. ANL's principal titles include The 
Evening Standard, The Mail on Sunday and the Daily Mail. ANL continues to expand its 
circulation at great pace and against market trends. Corby also gained two new titles from 
Independent Newspapers to replace a magazine that was transferred to the Company's 
rotogravure facility in Lille, France last year, capitalizing on the pan-European facilities we 
offer our customers. 


Quebecor World prides itself on growing to meet the needs of its customers. Since the ANL 
contract commenced in 1995, the weekly press capacity required for ANL titles has 
increased by 73 percent and we have kept pace, expanding our Corby facilities to handle 


the added production. Corby is now the site of the largest insert/bindery installation in the 
world. With the installation of an additional Ferag binder in 1999 and another to 
follow in 2000, Corby will operate six of these technology-leading machines that can 
assemble over 100,000 magazines an hour. 


Russia's economic downturn affected both price and volume in the Quebecor Norden oper- 
ations located in Sweden and Finland. Poor economic conditions led to a steep drop in the 


| _QWEurope _ | Snapshot __| number of television magazines printed for the Moscow market. Work from the United 


% OF TOTAL REVENUES ae Kingdom and France, made possible by Quebecor World’s networked operations, replaced 
United Kingdom, 


France, Sweden, 
Finland, Germany, demand increased for perfect binding and other services. 
Austria and Spain 


1999 Revenues 


some of the lost production. Revenues from value-added activities rose during 1999, as 


Due to the proximity of its Finnish plants to both Moscow and St. Petersburg, Quebecor 


$945 million Norden is well positioned to serve the Russian market when economic conditions improve. 
Plants Quebecor Norden’s four plants print magazines, catalogs and retail inserts, using a combi- 
ee nation of rotogravure and offset equipment. 
Employees 
6,000 During 1999, Quebecor World installed computer-to-plate (CTP) technology in some of its 


Norden offset facilities. By the end of 2000, all of the Company’s Nordic offset facilities will 
be equipped with CTP systems, providing customers with reduced lead times and faster 
turnarounds. 
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Spanish Book Plant Leads to Synergies 


In Spain, the acquisition of Cayfo is leading to synergies as links are established with other 
Quebecor World book plants in Mexico, Peru and Colombia. Cayfo uses state-of-the-art 
equipment to produce high quality hard- and softcover books for both the domestic market 
and export. 


Productivity rose in Altair Quebecor located near Madrid, following the installation of a 
new 48-page press in the fall of 1999. The new press can print, stitch and trim 60 pages in 
a single pass. Altair Quebecor is a major producer of magazines and inserts. 


Outlook - European Operations 


We expect to see improved results in France as restructuring activities lead to greater efficiencies 
and the market provides new opportunities for growth. Even with the addition of new bindery 
and inserting equipment, British operations will continue to be full meeting the demand for 
newspaper magazine supplements. The Nordic plants will focus on raising productivity 
through investment in digital equipment and increasing market share in northern Europe. Spain 
is expected to deliver strong results again in 2000, as production rises in the refurbished 
Altair plant in Madrid and the Cayfo book plant in Barcelona is integrated into our European 
sales and production networks. Austria will be key to our growing penetration of the European 
market. The addition of a new 48-page press at Oberndorfer Druckerei will strengthen its 
leadership position in Austria. 


Quebecor Norden was 
acquired in 1998. It 
comprises four plants, 
three in Sweden, and 
one in Finland. The 
Swedish operations 
are networked with 
Quebecor World's 
other European plants. 


The Finnish operations 
are well positioned to 
serve the Russian and 


Eastern European 
markets. 
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, Quebecor World 


Latin America 


Entrée to Rotogravure Market 


In 1999, we continued to pursue a strategy of geographic and product diversity in Latin 
America. With the acquisition of the printing assets of Editorial Perfil, which operates the only 
gravure facility in Argentina, Quebecor World entered the South American market for retail 
inserts. We are now in a position to serve domestic customers and to build new business with 
international publishers and retailers with interests in South America. 


The acquisition also allowed us to sign a 10-year contract for Perfil's magazines valued at 


¢ $400 million. Perfil, the largest magazine publisher in Argentina, sells more than 
1 8 § p 8 


Gur Inahany preaieneOneeeen ted 35 million copies a year of some of Argentina’s top magazine titles such as Caras, Noticias, 


latin America and Semanario. 

In 1999, the Company announced plans to move a narrow-web 
rotogravure press from the United States to the Perfil plant. 
The transfer will enable us to improve service to South American 
customers by increasing magazine and insert volume in Argentina 
and introducing more modern efficiencies such as digital 
engraving and solvent recovery. By finding a new use for a press 
made surplus by the consolidation of U.S. operations, we 
will continue to make productive use of a valuable asset through 


Yves Bertrand, Vice President, Finance, QW Latin America, 
Carlos Herman Aguirre Vargas, Regional Vice President, QW Latin America, redeployment. 
Pedro Isasi Rivero, General Manager, Quebecor Pert. 


Strategic Alliances Expand Business 


Strategic alliances offer a means of expanding quickly when condi- 
tions are favorable. During 1999, we entered a strategic alliance with 
Grafica Melhoramentos, a publishing and printing company located 
in Sao Paulo, Brazil. The agreement provides for an exchange of infor- 
mation and cooperation in a number of technical and business areas. 


New Link Strengthens Book Network 


Alberto Umaiia, General Manager, Quebecor Impreandes (Colombia), 
Maria Umaiia, Director of Operations, Quebecor Impreandes (Colombia), 
Reynaldo Mina, General Manager, Quebecor Argentina. 


The Company strengthened links between its Spanish-language 
book plants during 1999 by transferring control for its Mexican 
facility, Grdficas Monte Alban, from the U.S. Book Group to Latin American operations. 
This organizational decision will enable Grdficas Monte Alban to better coordinate pro- 
duction with the Company's book operations in Colombia. The Company now offers hard- 
cover book production in Mexico and Colombia. 
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Latin American Sales Network Expands 


Throughout 1999, the Company strengthened and expanded its Latin American sales network. 
The network is now linked to Europe and North America through an office in Dallas, 
Texas. In its first year of operation, the Dallas office developed business representing more 
than five percent of revenues generated in Latin America. The Company is marketing its 
advantages as a low-cost producer capable of delivering the same high standard of quality 
across its global network to customers around the world. We are currently reviewing several 
other potential strategic alliances in the Latin American market. 


New Contracts in Latin America 


New contracts were signed in Latin America for the production of Spanish and Portuguese- 
language versions of National Geographic magazine and with Bell South of Atlanta, 
Georgia, for the production of telephone directories for various countries. A contract to 
produce telephone directories for Telefonica del Pert was renewed. 


Outlook - Latin American Operations 


During 2000, the Company will develop new strategies to grow the business and intro- 
duce efficiencies to reduce production costs. Selective business acquisitions may flow 
from strategic alliances as circumstances warrant. 
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Countries 
Argentina, Chile, 
Colombia, Mexico, Peru 


1999 Revenues 


Editorial Antartica - 


$97 million 
The Quebecor World 
plant in Santiago, a 
Chile produces 
magazines, inserts Employees 
1,500 


and books ona 


combination of web 
offset and sheetfed 
equipment. 
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Quebecor World 
plants in the Nordic 


countries have earned 


the right to display 
the Nordic Swan 
environmental label 
by meeting high 
standards for 
environmental 
compliance. 


This new modern 
solvent-recovery 
plant helps ensure 
that our plant 

in Finland meets 

the criteria of 

the Nordic Swan 
environmental label. 


Quebecor World 


Committed to 
Environmental 
Management 


Quebecor World continued to deliver on its commitment to protect the environment and 
to use natural resources responsibly during 1999. The Company led the way in 
environmental management through its Enviro-Printer™ Program, which emphasizes the 
three Rs—Reducing, Reusing and Recycling 


Nordic Swan Recognizes Environmental Leadership 


Quebecor Norden is continuing to show environmental leadership by meeting the high 
standards set by the Nordic countries. During 2000, Helprint Quebecor, located in Finland, 
is scheduled to be awarded the Nordic Swan environmental label. Companies must meet 
strict criteria to earn the right to display the symbol. 


Interprint Quebecor, located in Sweden, was the first Nordic rotogravure plant to be 
awarded the Nordic Swan in 1997, and S6rmlands Grafiska Quebecor, also in Sweden, 
earned the designation in 1998. The Nordic Swan, which is administered by the Nordic 
Ecolabelling Board, is the world’s first multinational environmental labelling program. 


"demand 


“One-stop shop,” total services 
printer. Global network of gravure, 
web offset and sheetfed operations 
complemented by creative, digital 
photography, pre-media, binding, 
fulfillment and logistics services. 
Print services integrated with total 
e-commerce solutions. 


synergy 


Integrated global product and 
services network brings greater 
flexibilities, capabilities and 
economies to customers. 


“NASION 


Taking traditional retail, magazine, catalog 
and book print markets into the virtual 
e-marketplace. Redefining print. Moving 
from brick and mortar to click and mortar. 
Multi-purposing print content onto the 
Internet. Further enhancing the value of 
print through e-commerce sites and related 
promotional direct mail campaigns. Our 
team of digital services, print production 
and e-commerce solution providers are 
leading the way. 
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Providing creative, effective direct 
marketing solutions. Expertise in mini- 
targeted customization, personalization rE 
and target marketing. Unique in-line «and SS 
finishing capabilities. Effective, nos EE x RORISAURO MLS 
economical, eye-catching results. 


~ innovation 


Dedicated solutions provider equipped to meet today’s critical business challenges. 
Advanced manufacturing, distribution and fulfillment technology. Capacity, geographic 
range, process flexibility and expertise. State-of-the-art fibre optics-linked pre-media 
facilities, rotogravure, direct digital engraving and offset Computer-to-Plate capabilities. 


Leaders in Print Technology Largest base of Computer-to- 
Plate output devices in the world. Leader in wide web off- 
set technology. Largest supplier of gravure technology. 


Target Bound® Advanced selective binding lines 
and ink jet addressing and messaging capabilities. 
Ability to create up to 10,000 print versions, complete 
with personalized advertising and editorial messages. 


Retail Operations Support (R.O.S.) An innovative, 
interconnected system forming a “Virtual Mega-Plant.” Seamless, responsive interface for 
retail customers, from job creation to billing. Accommodates the changing nature and 
time constraints inherent in the retail insert market. 


Pool Mailing Sophisticated system offering specialized addressing, sorting, packaging 
and palleting capabilities. Delivers significant postal savings to customers. Combines 
different customers into a large, single list to qualify the maximum number of copies 
for the 5-digit discount and/or the carrier route discount. 


Logistics History of industry “firsts” and “best-in-class” systems, including our multi-plant 
newsstand and mail pools, automated Standard A delivery systems, dynamic periodicals 
entry pool and tray co-palletization systems. Creator/owner of Visions, the industry's most 
widely used, commercially available entry point planning system. Transportation Manager, 
our newest application, takes optimization and end-to-end integration to a new level. 


Our 


advantage 


A cross-market, cross-culture strategic 
industrial partner. A leading gravure, 
web offset and sheetfed printer in North 
America, Europe and Latin America. 
Global customers’ single source printer 
of choice. Value-added production 
platform: magazine, catalog, retail, 
direct, directory, book and commercial 
print markets. Extensive, integrated 
network promoting economies of scale. 
Providing pan-European, multilingual 
solutions to host of blue-chip clients. 
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A leader in every major print market: magazines, catalogs, books, 
commercial, direct, directories, retail inserts and Sunday magazines. 


Multinational book manufacturer, 
printing more than 1 billion books 
annually for major publishers worldwide. 
One- to eight-color printing in hard 
cover, soft cover and a variety of special 
formats. Offers complete digital file 


transfer, proofing, digital printing, binding, 


distribution and fulfillment services. 


A primary leader in the management 
and distribution of print and digital 
information, offering a full range 

of services, including geographic and 
demographic versioning, digital asset 
management and optimal postal 
discounts. Our logistics-based delivery 
system will satisfy even the most 
demanding distribution schedule. 


Serving the advertising campaign and 
business program needs of a diversified 
customer base. Manufacturing a variety 
of high-quality printed products, which 
range from glossy annual reports, 
brochures and catalogs to hard-working 


direct mail and newspaper retail inserts. 
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Providing customers a full complement of 


digital capabilities and technical services. 


Repurposing digital assets for the Internet 
and e-commerce or applying advanced 
electronic pre-media technology 

that will prepare pages for print. Digital 
Services offers creative, design, digital 
photography services, digital asset 
management, process engineering and 
workflow consulting. 


Industry leader in direct mail production. 
Providing direct marketers with direct 
mail and printed products that increase 
response. From traditional direct mail 
packages to highly complex products 
such as customized open-ended mailers, 
catalog outerwraps, and promotional 
game pieces. Services include research 
and development, product design, 
conventional and digital pre-media, 
printing, in-line finishing, ink jet and laser 
personalization and mail distribution. 


“ Innovation 


Dedicated solutions provider equipped to meet today’s critical business challenges. 
Advanced manufacturing, distribution and fulfillment technology. Capacity, geographic 
range, process flexibility and expertise. State-of-the-art fibre optics-linked pre-media 
facilities, rotogravure, direct digital engraving and offset Computer-to-Plate capabilities. 


Leaders in Print Technology Largest base of Computer-to- 
Plate output devices in the world. Leader in wide web off- 
set technology. Largest supplier of gravure technology. 


Target Bound® Advanced selective binding lines 
and ink jet addressing and messaging capabilities. 
Ability to create up to 10,000 print versions, complete 
with personalized advertising and editorial messages. 


Retail Operations Support (R.O.S.) An innovative, 
interconnected system forming a “Virtual Mega-Plant.” Seamless, responsive interface for 
retail customers, from job creation to billing. Accommodates the changing nature and 
time constraints inherent in the retail insert market. 


Pool Mailing Sophisticated system offering specialized addressing, sorting, packaging 
and palleting capabilities. Delivers significant postal savings to customers. Combines 
different customers into a large, single list to qualify the maximum number of copies 
for the 5-digit discount and/or the carrier route discount. 


Logistics History of industry “firsts” and “best-in-class” systems, including our multi-plant 
newsstand and mail pools, automated Standard A delivery systems, dynamic periodicals 
entry pool and tray co-palletization systems. Creator/owner of Visions, the industry’s most 
widely used, commercially available entry point planning system. Transportation Manager, 
our newest application, takes optimization and end-to-end integration to a new level. 


Our 


advantage 


A cross-market, cross-culture strategic 
industrial partner. A leading gravure, 
web offset and sheetfed printer in North 
America, Europe and Latin America. 
Global customers’ single source printer 
of choice. Value-added production 
platform: magazine, catalog, retail, 
direct, directory, book and commercial 
print markets. Extensive, integrated 
network promoting economies of scale. 
Providing pan-European, multilingual 
solutions to host of blue-chip clients. 


"demand 


“One-stop shop,” total services 
printer. Global network of gravure, 
web offset and sheetfed operations 
complemented by creative, digital 
photography, pre-media, binding, 
fulfillment and logistics services. 
Print services integrated with total 
e-commerce solutions. 


Balancing ions" 


Providing creative, effective direct 
marketing solutions. Expertise in mini- 
targeted customization, personalization 
and target marketing. Unique in-line 
finishing capabilities. Effective, 
economical, eye-catching results. 


synergy 


Integrated global product and 
services network brings greater 
flexibilities, capabilities and 
economies to customers. 


VISION 


Taking traditional retail, magazine, catalog 
and book print markets into the virtual 
e-marketplace. Redefining print. Moving 
from brick and mortar to click and mortar. 
Multi-purposing print content onto the 
Internet. Further enhancing the value of 
print through e-commerce sites and related 
promotional direct mail campaigns. Our 
team of digital services, print production 
and e-commerce solution providers are 
leading the way. 
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second largest directory supplier in 
North America, printing more than 
80 million directories annually. Also 
roviding printing services in New Delhi, 
\dia, and support services in South 
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Premier logistics provider for the print 
industry, leveraging volume to drive 
deeper postal penetration and sortation 
with lower production and transportation 
costs. Our mail consolidation platform 
provides the optimal mix of postal 
penetration, efficient transportation and 
plant efficiency. Mail capabilities extend 
from state-of-the-art mail list processing 
technology through entry point 


optimization, load planning, consolidation, 


carrier management, mail tracking to 
sophisticated customer reporting. 


E!] Departamento de Guatemala 
con todos sus Municipios. 


Leader in magazine printing for the 
nation’s foremost publishers, offering 
gravure and offset press capabilities along 
with a vast array of services from the 
latest digital technologies to economical 
distribution and mailing systems. This 
integrated network ensures our customers 
the highest level of service, quality and 
technological edge for success. 


Specializing in retail inserts and Sunday 
magazines. Serving short-run and long-run 
customers on both a national and regional 
basis. Variety of run lengths up to 40 million 
per event. Increased versioning for more 
targeted distribution. Complementary 
services include: digital pre-media, promo- 
tion management systems, digital asset 
management, e-commerce interface, and 
comprehensive logistics and distribution. 
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Dedicated to special interest publications, 
trade magazines, and catalogs with 
print quantities of 250,000 and below. 
Computer-to-Plate technology, nearly 
unlimited press configurations and finishing 
options, and mailing and distribution 
economies. While remaining focused on 
the needs of special interest publications 
and catalogs, we offer customers the 
opportunity to benefit from the economies 
enjoyed by their larger competitors. 
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Management's Discussion and Analysis of 


Financial 
Condition and 
Results of 

Operations 


Overview 


Quebecor Printing is the largest commercial printer in 
the world. We are a market leader in most of our prod- 
uct categories, which include magazines, retail inserts, 
catalogs, books, specialty printing and direct 
mail, directories, digital pre-media services, 
CD-ROM mastering and replicating and 
other value-added services. We have facil- 
ities in the United States, Canada, France, 
the United Kingdom, Spain, Sweden, 
Finland, Austria, Germany, India, Chile, 
Argentina, Peru, Colombia, and Mexico. 


On July 12, 1999, we entered into an 
Agreement and Plan of Merger with World 
Color Press, Inc. (“WCP”), through our indi- 
rect wholly owned subsidiary Printing 
Acquisition Inc. (“Acquisition Inc.”). WCP 
was the second-largest commercial printer 
in the United States. On July 16, 1999, 
through Acquisition Inc., we commenced a 
tender offer to acquire up to 23.5 million shares of WCP's 
common stock at a price of $35.69 per share. On 
August 20, 1999, Acquisition Inc. acquired 19.2 million 
or 50.4% of WCP’s common shares. On October 8, 
1999, we completed the merger through conversion of 
the remaining WCP’s shares into the right to receive 
$8.18 in cash and 1.2685 of our Subordinate Voting 
Shares per WCP’s share. The total consideration was 
$2.7 billion, including the assumption of debt and the 
issuance of approximately 25 million of our Subordinate 
Voting Shares. The cash consideration for the WCP shares 


totaled $853 million and was financed through draw- 
downs on the $1.25 billion acquisition bank credit facil- 
ity and the existing revolving bank credit facility. 


Based on the above, we have consolidated WCP’s results 
since August 20, 1999, with a non-controlling interest 
equivalent to 49.6% of WCP’s outstanding common 
stock recorded for the period from August 20, 1999 
through October 8, 1999. As mentioned in Note 7 to 
the financial statements, unaudited pro-forma 
revenues for 1999 and 1998 were $6.5 billion and 
$6.2 billion, respectively. 


In 1999, we also acquired two European companies 
and made other acquisitions in Canada, the United 
States and South America for an aggregate purchase 
price of approximately $152 million, including assumed 
debt. These companies have been included in our results 
of operations since their respective acquisition dates 
have not had a material effect on our results of opera- 
tions, nor are they expected to on a continuing basis. 
All 1999 acquisitions were accounted for under the pur- 
chase method. 


In October 1999, we sold the operating assets of our 
BA Banknote Division for a total cash consideration cf 
$18 million. We recognized a loss of $1.9 million on this 
divestiture of a non-core business, which is included in 
restructuring and other charges. 


In September 1998, we sold our check and credit card 
businesses. We recognized a gain on the sale of 
$13.5 million, which was recorded as a reduction of 
selling, general and administrative expenses. 


The 1999 and 1998 sales of certain assets and busi- 
nesses have not had a material effect on our results of 
operations. 


Financial Highlights 


We achieved record revenues, operating income before 
restructuring and other charges, and free cash flow in 
1999. Revenues increased by 30% to $4,953 million 
in 1999 from $3,808 million in 1998. Operating income 
and net income before restructuring and other charges 
increased by 49% and 30% to $473 million and 
$207 million, respectively, in 1999. Earnings before 
interest, taxes, amortization (EBITA) and before restruc- 
turing and other charges increased by 40% or $218 million 
to $759 million in 1999. Earnings per share before 
restructuring and other charges increased by 22% to 
$1.57 in 1999 from $1.29 in 1998. 


Cash earnings per share (earnings per share adjusted to 
exclude goodwill amortization) before restructuring and 
other charges increased by 27% to $1.81 in 1999 from 
$1.43 in 1998. 


Our eighth consecutive year of growth is a result of the 
acquisition of WCP, as well as an increase in organic 
growth due to improved efficiency and productivity of 
recently retooled plants in the United States. A strong 
performance by Canadian operations also contributed 
to the growth, while volume worldwide was positively 
affected by increased advertising pages, including those 
related to Internet/New Media companies. 


The above results exclude $180 million pre-tax or 
$127 million after-tax of restructuring and other charges 
that we recognized in 1999 primarily to integrate the 
WCP acquisition into our operations and also to reor- 
ganize our operations in France. The integration strategy 
included plans to consolidate duplicate facilities and 
functions, with a particular focus on developing plant 
specialization, exit certain manufacturing facilities 
that were underperforming, streamline administrative 
management and the salesforce and sell certain non- 
core operations. The restructuring and other charges 


consisted primarily of $100 million for the write-down 
of impaired assets and $63 million in severance, benefits 
and other personnel costs. Other 
charges of $17 million included 
additional costs to exit facilities 
and other commitments. 


The implementation of the 
restructuring initiatives in the 
United States began after the 
acquisition on October 8, 1999. 
We have closed several facili- 
ties and are in the process of 
transferring equipment to other 
facilities. We have written down 
fixed assets to reflect their fair 
market value. In January 2000, 97 
we announced the closure of * Before restructuring 
other facilities. We estimate that 
the plans implemented to date 
will eliminate more than 800 
employee positions. Cash trans- oa 
actions of $13 million have been 
charged against the reserve 
through year-end 1999. In ad- 
dition, as part of the purchase 
equation, a reserve of approxi- 
mately $55 million was recorded 
for the restructuring of WCP 


13.8% 


plants. We expect to incur 
cash restructuring costs of ap- 
proximately $80 million in 2000. 
The remaining cash outlay of 
$28 million will extend through 
to the first half of 2001. 


In 1998, we initiated a program 97 
to focus on core activities by 
selling the check and credit 
card businesses. This was pursued in 1999 with the 
sale of the operating assets of the BA Banknote 
Division. We closed five other facilities earlier in the 
year, after closing three in 1998. 


98 99% 


and other charges 


MARGINS 


15.3% 


14.2% 


98 99% 


* Before restructuring and other charges 
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CASH EARNINGS PER SHARE ($) 


97 


98 


* Before restructuring and other charges 


Revenues from the United States and Canada repre- 
sented 59% and 20% of our total 1999 revenues, 
respectively. Approximately 61% of our total 1999 
operating income before restructuring and other charges 
was generated from the United States and 20% from 
Canadian operations. The remaining revenues and 
operating income were con- 
tributed primarily by European 
operations. 


Our revenues include sales of 
paper we purchased for certain 
customers. The price of paper, 
our primary raw material, may 
cause significant swings in 
revenues and cost of sales. We 
generally are able to pass on 
increases in the cost of paper to 
our customers, while declines 
aa in paper costs result in lower 
prices to our customers. In 1998, 
paper prices declined from pre- 
vious years and availability was plentiful for most grades 
of paper. Early in 1999, paper prices in general continued 
to decline moderately and in the fourth quarter of 1999, 
paper prices started to recover. We expect the trend of 
increasing paper prices to continue throughout 2000. 
Contracts with our customers generally provide for price 
adjustments to reflect price changes for raw materials, 
wages and outside services. 


Results of Operations 
Year Ended December 31, 1999 
Compared to the Year Ended December 31, 1998 


Consolidated revenues increased by $1,145 million or 
30% to $4,953 million in 1999 from $3,808 million in 
1998. The increase was due primarily to the acquisition 
of WCP, as discussed above. Internal growth was mostly 
offset by the conversion of foreign-currency denomi- 
nated sales into U.S. dollars. 


Magazine revenues continued to be our largest prod- 
uct category, representing 30% and 29% of our total 


revenues in 1999 and 1998, respectively. Our retail 
inserts, catalogs and books revenues as a percentage of 
total revenues remained stable from 1998 to 1999 at 
21%, 16% and 13%, respectively. Revenues from spe- 
cialty printing and direct mail, directories, digital and 
other value-added services as a percent of total rev- 
enues also remained relatively stable from year to year. 


Cost of sales increased by $866 million or 29% to 
$3,845 million in 1999 from $2,979 million in 1998. 
Gross profit margins improved to 22.4% in 1999 from 
21.8% in 1998 due to efficiencies and productivity gains 
from retooling certain plants in the United States and 
the implementation of restructuring initiatives in the 
fourth quarter of 1999. Canadian operating margins 
improved to 9.9% in 1999 from 9.5% in 1998, despite 
the sale of the check and credit card businesses in 1998. 


Selling, general and administrative expenses increased 
by 21% or $61 million to $348 million in 1999 from 
$287 million in 1998. The increase was due primarily 
to the acquisition of WCP and the inclusion in 1998 of 
the $13.5 million gain on the sale of the check and 
credit card businesses. Selling, general and administra- 
tive expenses as a percentage of revenues decreased 
slightly from 1998 to 1999 due to benefits derived from 
cost-saving initiatives such as the consolidation of gen- 
eral and administrative activities in the United States, 
partially offset by the 1998 gain on sale discussed above. 


EBITA before restructuring and other charges increased 
by 40% or $218 million to $759 million in 1999 from 
$541 million in 1998. The improvement in the EBITA 
margin to 15.3% in 1999 from 14.2% in 1998 was pri- 
marily due to contributions from accretive acquisitions 
as well as organic growth in Canada and retooled plants 
in the United States. 


Amortization of fixed assets and deferred charges 
increased by 28% to $286 million in 1999 from 
$224 million in 1998. The increase was primarily due 
to amortization of fixed assets from business acqui- 
sitions and capital spending in prior years. We expect to 
spend $250 million in 2000 on capital expenditures. 


Financial expenses increased by $58 million or 90% to 
$122 million in 1999 from $64 million in 1998. The 
increase was a result of the total debt incurred and 
assumed in the acquisition of WCP. 


The effective tax rate was 28.2% for 1999 and 29.6% for 
1998. This improvement is due to the increase in tax- 
able income in jurisdictions where tax benefits were not 
previously recorded, as well as growth of taxable income 
in jurisdictions with lower tax rates. 


Non-controlling interest increased by $10 million to 
$13 million in 1999 from $3 million in 1998. The one- 
time increase is related to the 49.6% non-controlling 
interest recorded for WCP results from August 20 to 
October 8, 1999. Goodwill amortization increased 
by 93% or $14 million to $30 million in 1999 from 
$16 million in 1998. This increase results from the 
$1.9 billion in goodwill created principally by the WCP 
acquisition, which is being amortized over 40 years. 


Results of Operations 
Year Ended December 31, 1998 
Compared to the Year Ended December 31, 1997 


Consolidated revenues increased by $325 million or 
9% to $3,808 million in 1998 from $3,483 million in 
1997. The increase was due primarily to 1998 business 
acquisitions as well as full-year contributions from 
1997 acquisitions. 


Magazine revenues continued to be our largest product 
category, representing 29% of our total revenues for both 
1998 and 1997. Revenues from retail inserts and catalogs 
as a percentage of total revenues were 21% and 16% in 
1998 and 20% and 14% in 1997, respectively. The 
increase was due to the impact of acquisitions on these 
segments. Books revenues as a percent of total revenues 
decreased to 13% in 1998 from 15% in 1997. The 
decrease was primarily due to the intense competition in 
the industry brought about by press overcapacity and 
consolidation among publishers. Revenues from spe- 
cialty printing and direct mail, directories, digital and 
other value-added services as a percentage of total 
revenues remained relatively constant from year to year. 


Cost of sales increased by $243 million or 9% to 
$2,979 million in 1998 from $2,736 million in 1997. 
Gross profit margins increased to 21.8% in 1998 from 
21.4% in 1997 due primarily to purchasing synergies 
and acquisitions, offset by additional costs incurred in 
1998 for reorganization efforts, plant expansions and 
related costs. 


Selling, general and administrative expenses increased 
by 7% or $19 million to $287 million in 1998 from 
$268 million in 1997. The increase was due primarily 
to acquisitions and to $1.8 million 
of acquisition costs written off 
in 1998 for the unsuccessful bid 
for Watmoughs PLC, offset 
by the inclusion in 1998 of 
the gain on sale of the check 
and credit card businesses of 
$13.5 million. Selling, general 
and administrative expenses as 
a percentage of revenues de- 
creased slightly from 1997 to 
1998 due to benefits derived 
from cost-saving initiatives such 
as the consolidation of general 97 
and administrative activities in 
the United States and the estab- 
lishment of a global procurement center in Fribourg, 
Switzerland, as well as the 1998 gain on sale discussed 
above. 


EBITA increased by 13% or $62 million to $541 million 
in 1998 from $479 million in 1997. The increase in the 
EBITA margin to 14.2% in 1998 from 13.8% in 1997 
was primarily due to contributions from acquisitions as 
well as organic growth. 


Amortization of fixed assets and deferred charges increased 
by $23 million or 11% to $224 million in 1998 from 
$201 million in 1997. The increase was primarily due to 
higher amortization resulting from our intense capital 
spending in the current and prior years. 


Financial expenses decreased by $3 million or 4% to 
$64 million in 1998 from $67 million in 1997. The 


NET INCOME (§ millions) 
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* Before restructuring and other charges 
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decrease was primarily due to a reduction in variable 
interest rates and the issuance of preferred shares in 
November 1997. 


The effective tax rate was 29.6% for 1998 and 32.7% for 
1997. The decrease resulted from our expansion into 
jurisdictions where the tax rate was lower and the use of 
tax loss carryforwards. 


Goodwill amortization increased by 57% or $6 million 
to $16 million in 1998 from $10 million in 1997. This 
increase was primarily a result of goodwill incurred from 
1998 and 1997 acquisitions. 


Liquidity and Capital Resources 


We continued to generate a high level of cash provided 
from operating activities in 1999, reaching $710 million 
compared to $414 million in 
1998 and $317 million in 1997. 
The increase in cash provided 
from operating activities in 1999 
is due primarily to business 
acquisitions as well as the 
decrease in non-cash working 
capital. At December 31, 1999, 
working capital was $40 million 
versus $244 million at December 
31, 1998. The decrease of $204 
million or 84% was primarily 
due to the 1999 asset securiti- 


98 


99 zation transaction and additional 

accrued liabilities resulting from 

the restructuring charges incurred, mostly in connec- 
tion with the WCP integration. 


In 1999, we entered into an asset securitization agreement 
to sell, on a revolving basis, a portion of trade receiv- 
ables in the U.S., up to a maximum of $206 million. 
Accordingly, trade receivables at December 31, 1999 
were reduced by $200 million. In addition, WCP has 
had a similar asset securitization program in place since 
1997 to sell up to $204 million of trade receivables on 
a revolving basis. In December 1999, both programs were 


combined to create a maximum securitization limit 
in the US. of $408 million. We also maintained our 1998 
Canadian asset securitization program allowing for a 
maximum of Cdn $125 million. At December 31, 1999, 
$400 million and Cdn $100 million ($69 million) were 
outstanding under the respective asset securitization 
programs. 


Capital expenditures, net of proceeds from disposals, 
totaled $169 million and $312 million in 1999 and 
1998, respectively. These capital expenditures reflected 
the purchase of additional press and bindery equipment 
which are part of an ongoing program to grow our 
business and to maintain modern, efficient plants and 
continually increase productivity. We expect capital 
expenditures in 2000 to be approximately $250 million, 
of which approximately $60 million will be focused on 
the redeployment of equipment from closed facilities 
to ones that can use the equipment to increase pro- 
ductivity and provide cost efficiencies. The Company 
expects to invest $150 million in new projects to grow 
operating income, while environmental and other oper- 
ating capital expenditures will account for the balance. 
In 1999, $130 million was dedicated to new expansion 
projects while environmental and other capital expen- 
ditures in the normal course of business accounted for 
$65 million. 


In 1999, we issued 6.5 million Subordinate Voting Shares 
for Cdn $234 million ($159 million). Share issuance 
expenses of Cdn $9.9 million ($6.7 million) were 
recorded as a reduction in retained earnings. 


Pursuant to the acquisition of WCP, we issued 25 million 
Subordinate Voting Shares for $23.61 per share based on 
the average market price before and after the acquisition. 
Share issuance expenses of $9.4 million were recorded 
as a reduction in retained earnings. 


Also during 1999, we paid dividends totaling $0.28 per 
share on our Multiple Voting Shares and Subordinate 
Voting Shares, representing an increase of 17% over 
1998. We also paid dividends totaling Cdn $1.25 per 
share on our First Preferred Shares Series 2. 


We believe that our liquidity, capital resources and cash 
flows from operations are sufficient to fund planned 
capital expenditures, working capital requirements and 
interest and principal payments for the foreseeable future. 


Financial Position 


At December 31, 1999, our debt-to-equity ratio 
increased to 55:45 from 44:56 at December 31, 1998. 
Our total debt at December 31, 1999 and 1998 was 
$2,846 million and $1,266 million, respectively, and 
our weighted average borrowing rate was 6.7% 
at December 31, 1999 compared to 5.6% at 
December 31, 1998, as a result of higher floating rates 
of interest. The increase in our debt was primarily due 
to the $923 million of debt incurred for business acqui- 
sitions and the $1,258 million of debt assumed in the 
acquisition of WCP. Approximately $531 million of 
free cash flow from operations after net capital expen- 
ditures and preferred share dividends was generated in 
1999, which was largely used to pay down outstand- 
ing debt. In 1998, we generated $91 million of free cash 
flow calculated on the same basis. 


Our financing transactions during the year included 
the refinancing of an existing bank credit facility of 
$1.0 billion to extend the maturities to 2003 through 
2005 and the initiation of a commercial paper program, 
originally for Cdn $250 million and increased to 
$250 million by year-end. Finally, an additional bank 
credit facility was negotiated in the context of the WCP 
acquisition for an initial amount of $1.25 billion with 
tranches maturing between 2000 and 2002. This amount 
was later reduced to $1.1 billion at our request. Amounts 
available under undrawn long-term bank credit facilities 
at December 31, 1999 totaled $588 million. 


Debt assumed from WCP and outstanding at 
December 31, 1999 included two senior subordinated 
notes having fair market values of $302 million and 
$289 million at the time of acquisition and maturing in 
2008 and 2009, respectively. Also assumed were WCP's 
convertible senior subordinated notes amounting to 
$144 million at year-end, including the equity portion, 


and maturing in 2007. Each note outstanding is con- 
vertible into the right to receive cash and approximate- 
ly 30.5884 of our Subordinate Voting Shares at a price 
of $26.24 per share. 


Our total required principal repayments on long-term 
debt are $77 million in 2000 and $133 million in 2001, 
including the settlement of purchase price balances 
related to business acquisitions. 


Risks and Uncertainties 


In the normal course of business, we are exposed to 
changes in interest rates. However, we manage this expo- 
sure by having a balanced variety of debt maturities as well 
as a combination of fixed and variable rate obligations. 
In addition, we have entered into interest rate swap agree- 
ments and cross-currency interest rate swap agreements 
to manage both our interest rate and foreign exchange 
exposure. Our interest rate swap agreements hedge 
obligations with a notional value 
of $46 million in euros and 
expire between December 2000 
and March 2003. Our cross- 
currency interest rate swap agree- 
ments hedge obligations with a 
notional value of $26 million in 
euros and expire between 
December 2000 and November 
2001. These agreements did not 
have a material impact on the 
financial statements for the 
periods presented. 


We have also entered into 

foreign exchange forward contracts and cross-currency 
interest rate swaps to hedge the settlement of raw mate- 
rials and equipment purchases, to set the exchange rate 
for cross-border sales, and to manage our foreign 
exchange exposure on certain liabilities. Contracts out- 
standing at year-end have a notional value of $416 million. 


While the counterparties of these agreements expose 
us to credit loss in the event of non-performance, we 
believe that the possibility of incurring such a loss is 
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remote due to the creditworthiness of the counterparties. 
We do not hold or issue any derivative financial instru- 
ments for trading purposes. 


Concentrations of credit risk with respect to trade receiv- 
ables are limited due to our diverse operations and large 
customer base. As of December 31, 1999, we had no 
significant concentrations of credit risk. We believe that 
the product and geographic 
diversity of our customer base is 
instrumental in reducing our 
credit risk, as well as the impact 
on our local market or product- 
line demand. We have long-term 
contracts with most of our largest 
customers. These contracts gen- 


55:45 


erally include price-adjustment 
clauses based on the cost of 
paper, ink and labor. We do not 
believe that we are exposed to 
an unusual level of customer 
credit risk. 


The primary raw materials used 
in our manufacturing process are 
paper and ink. We use our pur- 

chasing power as one of the 

major buyers in the printing 
industry to obtain the best prices, terms, quality control 
and service. To maximize our purchasing power, we 


negotiate with a limited number of suppliers. 


In 1999, we had 91 collective bargaining agreements in 
North America. Of this total, 15 agreements expired in 
1999 and 3 are still under negotiation. In addition, 
19 collective bargaining agreements covering 1,300 
employees will expire in 2000. The Company has 
approximately 10,000 unionized employees in North 
America; 15 of our largest plants in North America are 
non-unionized. 


Accounting Policies 


Significant differences between generally accepted 
accounting principles (“GAAP”) in Canada and the 


United States are discussed in Note 21 to the Financial 
Statements. 


In 1999, the Company adopted the new disclosure 
guideline in Canada concerning the statement of cash 
flows and the presentation of goodwill amortization 
after income taxes, as recommended by the Canadian 
Institute of Chartered Accountants. 


In 1998 and 1999, the Accounting Standards Board of 
the Canadian Institute of Chartered Accountants adopted 
new requirements for the accounting of post-retirement 
benefits and income taxes. Essentially, these new 
Canadian guidelines are in line with the United States 
FAS 106 and 109 covering the same subjects, the effect 
of which is described in Note 21 to the Financial 
Statements “Significant differences between generally 
accepted accounting principles (“GAAP”) in Canada 
and the United States.” The Company will adopt these 
new accounting guidelines in 2000. 


Seasonality 


The operations of our business are seasonal, with ap- 
proximately two-thirds of historical operating income 
recognized in the second half of the fiscal year, pri- 
marily due to the higher number of magazine pages, 
new product launches and back-to-school and holiday 
catalog promotions. 


Forward-Looking Statements 


Except for historical information contained herein, the 
statements in this document are forward-looking and 
made pursuant to the safe harbor provisions of the Private 
Securities Litigation Reform Act of 1995. Forward- 
looking statements involve known and unknown risks 
and uncertainties, which may cause our actual results in 
future periods to differ materially from forecasted results. 
Those risks include, among others, changes in customer 
demand for our products, changes in raw material and 
equipment costs and availability, seasonal changes in 
customer orders, pricing actions by our competitors and 
general changes in economic conditions. 


Management's Responsibility for Financial Statements 


The accompanying consolidated financial statements of Quebecor Printing Inc. and its subsidiaries, and all the information in this 
Annual Report, are the responsibility of management and are approved by the Board of Directors of Quebecor Printing Inc. 


These financial statements have been prepared by management in conformity with generally accepted accounting principles in Canada 
and include amounts that are based on best estimates and judgments. The financial information used elsewhere in the Annual Report is 
consistent with that in the financial statements. 


Management of the Company and of its subsidiaries, in furtherance of the integrity and objectivity of data in the financial statements, 
have developed and maintain systems of internal accounting controls and support a program of internal audit. Management believes that 
the systems of internal accounting controls provide reasonable assurance that financial records are reliable and form a proper basis for 
the preparation of the financial statements and that assets are properly accounted for and safeguarded. 


The Board of Directors carries out its responsibility for the financial statements included in this Annual Report principally through its 
Audit Committee, consisting solely of outside directors. The Audit Committee reviews the Company’s annual consolidated financial state- 
ments and formulates the appropriate recommendations to the Board of Directors. The auditors appointed by the shareholders have full 
access to the Audit Committee, with and without management being present. 


These financial statements have been examined by the auditors appointed by the shareholders, KPMG LLP, chartered accountants, and 


their report is presented hereafter. 


\ 
\ 


aN eer 
Jean Neveu Christian M. Paupe 
Chairman of the Board Executive Vice President, 


Chief Administrative Officer and 
Chief Financial Officer 
Montreal, Canada 
January 28, 2000 


Auditors’ Report to the Shareholders 


We have audited the consolidated balance sheets of Quebecor Printing Inc. and its subsidiaries as at December 31, 1999 and 1998 and 
the consolidated statements of income, shareholders’ equity and cash flows for the years ended December 31, 1999, 1998 and 1997. These 
financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company as at 
December 31, 1999 and 1998 and the results of its operations and its cash flows for the years ended December 31, 1999, 1998 and 1997 
in accordance with generally accepted accounting principles in Canada. 


KPME sLP 


Chartered Accountants 


Montreal, Canada 
January 28, 2000 
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Consolidated Statements of Income 


Years ended December 31 


(in thousands of US dollars, except for earnings per share amounts) 


4 1999 1998 {Sieh 
Revenues $4,952,537 $3,808,155 $3,483,199 
Operating expenses: 

Cost of sales 3,845,407 2,979,493 2,736,283 
Selling, general and administrative (note 7) 347,893 287,374 267,741 
Amortization of fixed assets and deferred charges 285,992 223,789 200,804 
4,479,292 3,490,656 3,204,828 
Operating income before restructuring and other charges 473,245 317,499 278,371 
Restructuring and other charges (note 3) 180,000 - - 
Operating income after restructuring and other charges 293,245 317,499 278,371 
Financial expenses (note 4) Zz ler 64,300 66,887 
Income before income taxes 171,068 253,199 211,484 
Income taxes (note 5): : 
Current 57,019 43,207 40,541 
Deferred (8,858) S162 28,567 
48,161 74,828 69,108 
Income before non-controlling interest 122,907 IS 374) 142,376 
Non-controlling interest (note 7) 12,701 3,198 2,011 
Net income before goodwill amortization 110,206 7 yHeS 140,365 
Goodwill amortization 30,150 15-613 9,925 
Net income $ 80,056 $ 159,560 $ 130,440 
Net income available to holders of preferred shares 10,092 10,136 1,458 
Net income available to holders of equity shares $ 69,964 $ 149,424 $ 128,982 
Earnings per share (note 6) $ 0.56 $ 1.29 $ 1.12 
Earnings per share before goodwill amortization $ 0.80 $ 1.43 $ 1.20 
Average number of equity shares outstanding 
(in thousands) 125,393 5,703 115,567 


See Notes to Consolidated Financial Statements. 


Consolidated Statements of Shareholders’ Equity 


Years ended December 31 
(in thousands of shares and of US dollars) 


1999 1998 997 
Number Amount Number Amount Number Amount 

Capital stock: 

Equity Multiple Voting Shares: 

Balance, beginning of year 63,985 $158,275 63,985 $158,275 63,985 $158,275 
Conversion into Subordinate 

Voting Shares (1,000) (6,002) - = = - 

Balance, end of year 62,985 152,273 63,985 158,275 63,985 158,275 

Equity Subordinate Voting Shares: 

Balance, beginning of year 51,805 527,381 51,592 525,244 5550) 524,748 
Conversion of Multiple Voting Shares 

into Subordinate Voting Shares 1,000 6,002 = = = = 
Issuance of treasury shares 

for cash (note 14) 6,500 159,143 - - = ~ 
Shares issued in connection 

with the acquisition 

of World Color Press, Inc. (note 14) 25,045 591,317 - ~ = = 
Shares issued from stock plans (note 15) 340 5,248 213 2137 42 496 

Balance, end of year 84,690 1,289,091 51,805 527,381 Dil 92 525,244 

First Preferred Shares Series 2: 

Balance, beginning of year 12,000 212,482 12,000 212,482 - ~ 
Shares issued for cash - - = - 12,000 212,482 

Balance, end of year 12,000 212,482 12,000 212,482 12,000 212,482 

Total — Capital stock 1,653,846 898,138 896,001 

Contributed surplus 88,737 88,737 88,737 

Other paid-in capital (note 13) 20,831 = = 

Retained earnings: 

Balance, beginning of year 629,596 508,514 406,649 
Net income 80,056 159,560 130,440 
Share issue expenses 

(net of income taxes of $5,646 

($1,701 in 1997)) (note 14) (10,484) ~ (3,126) 
Dividends: 

Equity shares (35,253) (27,774) (25,449) 

Preferred shares (10,164) (10,704) = 

Balance, end of year 653,751 629,596 508,514 

Translation adjustment (note 16) (96,281) (51,967) (56,912) 

Total — Shareholders’ equity $ 2,320,884 $ 1,564,504 $ 1,436,340 


See Notes to Consolidated Financial Statements. 


[35 


36 | 


Consolidated Statements of Cash Flows 


Years ended December 31 
(in thousands of US dollars) 


1999 1998 1997 
Operating activities: 
Net income $ 80,056 $ 159560 $ 130,440 
Non-cash items in net income: 
Amortization of fixed assets 269,746 214,203 193,869 
Amortization of goodwill and deferred charges 46,396 25,199 16,860 
Non-cash portion of restructuring and other charges (note 3) 111,312 - - 
Imputed interest 3,181 1,048 6,570 
Amortization of deferred financing costs and exchange losses 1,642 1,187 1,958 
Deferred income taxes (note 5) (8,858) 31,621 28,567 
Non-controlling interest 12,701 3,198 2,011 
Loss (gain) on sale of a business (note 7) 1,851 (13,492) - 
Other (9,308) PAA ENS (1,009) 
Changes in non-cash balances related to operations: 
Trade receivables 175,804 20,143 (80,321) 
Inventories 34,160 28,986 (43,302) 
Trade payables and accrued liabilities (43,212) (49,995) 65,063 
Other current assets and liabilities 32,988 (4735) 16,245 
Other non-current assets and liabilities 1,683 (5,766) (19,701) 
Cash provided from operating activities 710,142 413,915 317250) 
Financing activities: 
Net change in bank indebtedness (13,671) (2,343) 18,085 
Net proceeds from issuance of capital stock (note 14) 153,907 Do Al B3i/ 208,151 
Issuance of long-term debt 1,082,701 290,805 1,058,552 
Repayments of long-term debt (841,914) (128,400) (935,806) 
Dividends on equity shares (35,253) (27,774) (25,449) 
Dividends on preferred shares (10,164) (10,704) - 
Dividends to non-controlling shareholders (761) (1,503) (1,066) 
Cash provided from financing activities 334,845 122,218 322,467 
Investing activities: 
Business acquisitions, net of cash and 
cash equivalents (note 7) (923,250) (260,208) (314,627) 
Sale of business (note 7) 21,911 33,395 - 
Additions to fixed assets (194,708) Giles) (325,606) 
Net proceeds from disposal of assets 25,532 357 7,587 
Cash used by investing activities (1,070,515) (538,579) (632,646) 
Effect of exchange rate changes on cash and cash equivalents 28,832 2,315 (7,497) 
Net increase (decrease) in cash and cash equivalents 3,304 (71) (426) 
Cash and cash equivalents, beginning of year 309 380 806 
Cash and cash equivalents, end of year $ 3,613 $ 309 $ 380 


See Notes to Consolidated Financial Statements. 


Consolidated Balance Sheets 


December 31 
(in thousands of US dollars) 


1999 1998 
Assets 
Current assets: 
Cash and cash equivalents $ 3,613 $ 309 
Trade receivables (note 8) 743,305 695,867 
Inventories (note 9) 486,228 233,019 
Prepaid expenses 27,831 25,035 
1,260,977 954,230 
Fixed assets (note 10) 2,881,105 2,210,964 
Goodwill, net of accumulated amortization 
of $88,024 and $59,350 respectively 2,460,418 595,724 
Other assets 153,752 81,198 
$ 6,756,252 $ 3,842,116 
Liabilities and Shareholders’ Equity 
Current liabilities: 
Bank indebtedness $ 5,646 $ 15,607 
Trade payables and accrued liabilities 1,099,631 601,244 
Income and other taxes 38,751 42,207 
Current portion of long-term debt (note 11) 77,260 51,066 
1,221,288 710,124 
Long-term debt (note 11) 2,582,911 1,140,941 
Other liabilities (note 12) 225,146 127,859 
Deferred income taxes 204,269 223,085 
Convertible debentures (note 13) 179,752 58,193 
Non-controlling interest 22,002 17,410 
Shareholders’ equity: 
Capital stock (note 14) 1,653,846 898,138 
Contributed surplus 88,737 88,737 
Other paid-in capital (note 13) 20,831 - 
Retained earnings 653,751 629,596 
Translation adjustment (note 16) (96,281) (51,967) 
2,320,884 1,564,504 
$ 6,756,252 $ 3,842,116 


See Notes to Consolidated Financial Statements. 


On behalf of the Board: 


H 


a a 


Jean Neveu, Director 


Charles G. Cavell, Director 
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Notes to Consolidated Financial Statements 


Years ended December 31, 1999, 1998 and 1997 
(in thousands of US dollars, except for earnings per share amounts) 


1. Significant accounting policies: 


(a) 


(b) 


(c) 


(d) 


(e) 


Consolidation: 


The consolidated financial statements include the accounts of Quebecor Printing Inc. and all its subsidiaries (the “Company”) 
and are prepared in conformity with generally accepted accounting principles in Canada. Significant differences between 
generally accepted accounting principles in Canada and the United States are described in note 21. 


Cash and cash equivalents: 


Cash and cash equivalents include highly liquid investments purchased three months or less from maturity and are stated at 
cost, which approximates market value. 


Foreign currency translation: 


Financial statements of self-sustaining foreign operations are translated using the current rate method. Adjustments arising 
from this translation are deferred and recorded under a separate caption of shareholders’ equity and are included in 
income only when a reduction in the investment in these foreign operations is realized. 


Foreign currency transactions are translated using the temporal method. Translation gains and losses are included in income, 
except for unrealized gains and losses arising from the translation of long-term monetary liabilities which are deferred and 
amortized over the remaining life of the related item. 


Estimates: 


The preparation of financial statements in conformity with generally accepted accounting principles requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting 
period. Significant areas requiring the use of management estimates relate to the determination of pension and other employee 
benefits, reserves for environmental matters and restructuring charges, useful lives of assets for depreciation, amortization and 
evaluation of impairment of assets, assets acquired and liabilities assumed in a purchase combination, provision for income 
taxes and the determination of fair value of financial instruments. Financial results as determined by actual events could 
differ from those estimates. 


Derivative financial instruments: 


The Company uses various derivative financial instruments to reduce its exposure to fluctuations in foreign currency exchange 
rates and interest rates. These derivative financial instruments are accounted for on an accrual basis. Realized and unrealized 
gains and losses are deferred and recognized in income in the same period and in the same financial statement category as 
the income or expense arising from the corresponding hedged positions. 


Lis 


Significant accounting policies: (cont'd) 


(f) 


(g) 


(h) 


(i) 


(j) 


Securitization of trade receivables: 


Where groups of trade receivables are sold under terms that transfer the significant risks and rewards of ownership to third 
parties, the transaction is recognized as a sale and the trade receivables are accordingly removed from the consolidated balance 
sheets. 


Inventories: 


Raw materials and supplies are valued at the lower of cost, using the first in, first out method, and replacement cost. Work in 
process is valued at the lower of cost and net realizable value. 


Fixed assets: 


Fixed assets are stated at cost. Cost represents acquisition or construction costs including preparation and testing charges and 
direct financial costs incurred with respect to the fixed assets until they are ready for commercial production. Amortization is 
provided using the straight-line basis over the estimated useful lives as follows: 


i  ———————————————————————— 


Estimated 
Assets useful lives 
Buildings 20 to 40 years 
Equipment 5 to 18 years 


Goodwill: 


Goodwill represents the excess of the purchase price over the fair value of net assets of businesses acquired. Goodwill is 
amortized over a period not exceeding 40 years. 


The Company monitors its goodwill balances to determine whether any impairment of these assets has occurred. Where 
circumstances or events indicate a possible inability to recover the carrying amount of goodwill related to a business acquisition, 
the Company evaluates, on an undiscounted basis, the cash flows of the underlying businesses which gave rise to the goodwill. 
No such events or circumstances have occurred during the year. 


Deferred income taxes: 


The Company follows the tax deferral method of accounting for income taxes, whereby earnings are charged with income taxes 
relating to reported earnings. Differences between such taxes and taxes currently payable are accounted for as deferred in the income 
statement and the balance sheet and arise because certain items of revenue and expense are reported in the accounts at different 
times than they are reported for income tax purposes. 


Income taxes related to retained earnings of foreign subsidiaries are not provided for by the Company, as such earnings are 
reinvested in foreign operations. 
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. Significant accounting policies: (cont'd) 


(k) Post-employment benefit costs other than pension costs: 
The Company provides benefits other than pension benefits, such as life and medical insurance, to certain retired employees. 
The costs of these benefits are accounted for using the pay-as-you-go method whereby the costs are taken into account when 
incurred by the retired employee and paid by the Company. 


(I) -Reclassifications: 


Some 1998 and 1997 financial statement accounts have been reclassified to conform with the presentation adopted for the year 
ended December 31, 1999. 


. Accounting change: 


Effective in 1999, the Company adopted the new recommendations of the Canadian Institute of Chartered Accountants with respect 
to the presentation of cash flow statements. The standard requires that, among other things, non-cash items be excluded from 
investing and financing activities and disclosed elsewhere in the consolidated financial statements in a way that provides all 
relevant information about investing and financing activities. Changes in short-term borrowings, other than bank overdrafts which 
are an integral part of the day-to-day cash management process, are accounted for as financing activities. The standard Suetiee 
retroactive application with prior comparative information being restated. 


Restructuring and other charges: 


The Company recorded $180,000,000 of restructuring and other charges in 1999: 


Write-down of assets $ 99,794 
Restructuring charges 63,286 
Other special charges 16,920 

$ 180,000 


The restructuring charges include principally the cost of restructuring various operations and the write-down of certain impaired 
assets. The provision includes costs related to the closing of plants and cost of severance, benefits and other personnel-related costs. 
They also include the cost of streamlining administrative management and implementation of a salesforce reduction program. These 
activities are expected to be substantially completed by June 2001. 


4. Financial expenses: 


1999 1998 1997 
Interest on long-term debt and on convertible debentures $ 123,519 $ 67,388 68,716 
Interest on short-term debt 3,216 5 552 2,477 
Securitization fees and other 3,543 2,549 O75 
Amortization of deferred financing costs 
and exchange losses 1,642 iplltey/ 1,958 
Exchange gains and other (3,643) (947) (931) 
128,277 Uy Os) 713,295 
Interest capitalized to the cost of fixed assets (6,100) (11,429) (6,408) 
$ 122,177 $ 64,300 66,887 
Cash interest payments $ 110,362 $ 74,037 59,487 
5. Income taxes: 
The following table reconciles the international statutory tax rate with the effective tax rate: 
1999 1998 OOy, 
International statutory tax rate 30.3% 31.1% 33.6% 
Lower tax rate on restructuring and other charges 0.9 = = 
Recovery of income taxes arising from 
the use of unrecorded tax benefits (1.7) (2.3) (1.8) 
Other (1.3) 0.8 0.9 
Effective tax rate 28.2% 29.6% 32.7% 
Cash payments for income taxes $ 46,444 $ 44,399 Secale 


In 1999, the deferred income tax expense includes an amount of $53,755,000 of recovery related to the restructuring and 


other charges. 


6. Earnings per share: 


The calculation of earnings per share is based on the weighted daily average number of shares outstanding during the year, after 


deduction of dividends on the preferred shares. 
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7. Business acquisitions and disposal: 
(a) Acquisitions: 
The following business acquisitions were completed in 1999 and were accounted for under the purchase method. 


United States 
The Company acquired World Color Press, Inc. (“WCP”) for a purchase price of $1.5 billion. The transaction took place as follows: 


On July 12, 1999, the Company, through an indirect wholly owned subsidiary, Printing Acquisition Inc. (“Acquisition Inc.”) 
entered into a merger agreement with WCP. On July 16, 1999, the Company, through Acquisition Inc., commenced a cash 
tender offer to acquire up to 23.5 million shares of WCP’s common shares at a price of $35.69 per share. On August 20, 1999, 
the Company acquired, pursuant to the cash tender offer, 19.2 million or 50.4% of WCP’s outstanding common shares for $684,516,000. 


On October 8, 1999, Acquisition Inc. and WCP merged after approval thereof at a special meeting of the shareholders of WCP. 
The remaining 49.6% of the outstanding common shares of WCP were converted into 1.2685 Subordinate Voting Shares of the 
Company and $8.18 in cash per WCP share. In addition, each 6% convertible senior subordinate note due 2007 became 
convertible into the number of the Company’s Subordinate Voting Shares and cash that would have been received if such note 
had been converted prior to October 8, 1999. 


The cash portion of the shares purchase totalling $853,435,000 was financed through a drawdown on the $1.25-billion 
acquisition facility combined with drawdowns on the Company’s existing revolving bank credit facility. 


The following unaudited pro forma condensed financial information reflects the consolidated results of operations of the Company 
as if the acquisition of WCP had taken place at the beginning of the respective periods. The pro forma information includes adjustments 
for interest expense that would have been incurred to finance the acquisition and the amortization of goodwill arising from the 
transaction. The pro forma results do not reflect synergies and restructuring and other charges and, accordingly, do not account 
for any potential increase in operating income, any estimated cost savings or adjustments to conform to accounting practices. 
The pro forma financial information is not necessarily indicative of the results of the operations as they would have been, if the 
transaction had been effected on the assumed dates. 


Pro forma condensed financial information: 


1999 1998 

(Unaudited) (Unaudited) 

Revenues $ 6,541,422 $ 6,165,040 
Net income “) 176,722 170,216 
Earnings per share 113 1.08 
Average number of equity shares outstanding 147,675 147,675 


" Excluding restructuring and other charges related to the acquisition and the integration of WCP (note 3). 


The allocation purchase price process was not completed as at December 31, 1999 and the amounts assigned to the assets 
and liabilities may be adjusted subsequently. 


Europe 
In March 1999, the Company acquired Cayfo S.A., a company located in Spain, for a cash consideration of $43,329,000 and 
a purchase price balance of $27,024,000. 


During the third quarter of 1999, the Company completed the acquisition of Oberndorfer Druckerei in Austria for a cash 
consideration of $13,068,000 and a purchase price balance amounting to $33,469,000. 


7. Business acquisitions and disposal: (cont'd) 
(a) Acquisitions: (cont'd) 
Other 
In 1999, the Company completed several business acquisitions complementary to its operations in Canada, the United States 


and South America, including the payment of contingent considerations totalling $13,418,000. 


Net assets acquired at fair value: 


World Total 
Color Europe Other 1999 
Assets acquired: 
Non-cash operating working capital $ 519,688 $ 40,719 $2 518 $ 562,925 
Fixed assets 873,246 47,955 8,193 929,394 
Goodwill 1,819,569 96,654 6,002 1,922,225 
Other assets 54,044 2,917 5,200 62,161 
Deferred income taxes 8,041 _ 204 8,245 
Non-controlling interest 10,119 = = 10,119 
Liabilities assumed: 
Bank indebtedness = HAS 1,338 8,451 
Non-cash operating working 
capital deficiency 477,953 47,547 265 527,665 
Long-term debt M21 S47. 13,064 = 1,134,411 
Other liabilities 83,087 Z OS - 85,190 
Deferred income taxes = PSs 150 1,668 
Convertible debentures 1) Hey iow - - 136,737 
Non-controlling interest = 10 5,046 5,056 
Net assets acquired $ 1,465,583 $ 116,890 $ 13,418 $ 1,595,891 
Consideration: 
Cash Sobor 4S5 Sa DOeo7. $ 13,418 $ 923,250 
Purchase price balance = 60,493 - 60,493 
Equity portion of convertible notes 20,831 - = 20,831 
Subordinate Voting Shares issued 591/317 - - 591,317 
$ 1,465,583 $ 116,890 $ 13,418 $ 1,595,891 


The results of operations of these acquired companies are included in the consolidated statements of income since the 
acquisition date. 


(b 


~— 


Disposal: 


In October 1999, the Company sold the operating assets of its BA Banknote Division for a total cash consideration of 
$18,031,000. The Company realized a loss amounting to $1,851,000 which is included in other charges. 


In 1999, the Company sold its investment in Communications Quebecor inc. for a cash consideration of Cdn $5,064,000 
($3,437,000). 


In September 1998, the Company sold the check and credit card businesses and realized a gain amounting to $13,492,000 
which was recorded as a reduction of selling, general and administrative expenses. 
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8. 


10. 


Asset securitization: 


During 1999, the Company sold a portion of its trade receivables on a revolving basis under the terms of a Canadian securitization 
agreement dated March 1998 (the “Canadian Program”). The Canadian Program limit is Cdn $125,000,000. As at 
December 31,1999 the amount outstanding under the Canadian program is Cdn $100,000,000 ($69,290,000) (Cdn $125,000,000 
($80,588,000) at December 31, 1998). 


In September 1999, the Company entered into an agreement to sell, on a revolving basis, a portion of its US trade receivables up 
to a maximum of $206,000,000 (the “US Program”). In December, the existing WCP securitization program of $204,000,000 
was combined with the Company’s US Program, to a new limit of $408,000,000. At December 31, 1999, the amount outstanding 
under the US combined program is $400,000,000. 


Securitization fees vary based on commercial paper rates in Canada and the United States and, generally, provide a lower effec- 
tive funding cost than available under the Company’s bank credit facilities. 


Inventories: 


1999 1998 
Raw material and supplies $ 250,088 $ 144,674 
Work in process 236,140 88,345 
$ 486,228 $» 233,019 
Fixed assets: 

Accumulated Net book 
Cost depreciation value 

December 31, 1999 
Land $ 80,062 $ - $ 80,062 
Buildings 777,160 122,885 654,275 
Equipment 3,124,285 1,057,431 2,066,854 
Projects under development 79,914 - 79,914 
$ 4,061,421 $ 1,180,316 $ 2,881,105 

December 31, 1998 
Land $ 67,964 $ - $ 67,964 
Buildings 514,252 103,736 410,516 
Equipment 2,482,429 909,909 572,520 
Projects under development 159,964 - 159,964 
$ 3,224,609 $ 1,013,645 $ 2,210,964 


10. Fixed assets: (cont'd) 


11. 


As at December 31, 1999, the cost of fixed assets and the corresponding accumulated depreciation balance included amounts of 
$315,336,000 (as at December 31, 1998, $434,531,000) and $138,395,000 (as at December 31, 1998, $235,263,000) respec- 
tively, for land, buildings and equipment held under capital leases. 


Long-term debt: 
Maturity 1999 1998 
Revolving bank credit facility $1.0 B (a) 2003-2005 $ 358,002 $ "662,726 
Commercial paper (b) 2003 229,350 - 
Acquisition bank credit facilities $1.1 B (c) 2000-2002 925,000 - 
Senior debentures 7.25% (d) 2007 150,000 150,000 
Senior debentures 6.50% (e) 2027 150,000 150,000 
Senior Subordinated Notes 8.375% (f) 2008 301,606 = 
Senior Subordinated Notes 7.75% (g) 2009 289,310 ~ 
Other debts and capital leases (h) 2000-2009 256,903 229,281 
2,660,171 2007 
Less current portion 77,260 51,066 
$ 2,582,911 $ 1,140,941 


(a) In April 1999, the Company refinanced its existing revolving bank credit facility by a new revolving bank credit facility 


a= 


composed of three tranches. The first tranche of $250,000,000 matures in 2003, and provides liquidity back-up to the Company’s 
$250,000,000 Commercial paper program. The second tranche of $250,000,000 matures in 2004, while the third tranche of 
$500,000,000 matures in 2005. The credit agreement contains certain restrictions, including the obligation to maintain 
certain financial ratios. 


The revolving bank credit facility bears interest at variable rates based on LIBOR or Bankers’ Acceptances rates. At 
December 31, 1999, the drawings under this facility are denominated in US$ only and bear interest at rates ranging from 
6.1% to 7.1%. 


In April 1999, the Company initiated a Commercial paper program in Canada with an initial limit of Cdn $250,000,000, which 
was subsequently increased to $250,000,000 in November 1999. At December 31, 1999, Cdn $331,000,000 ($229,350,000) 
of notes are outstanding under the program bearing interest at rates ranging from 5.1% to 5.6%. At December 31, 1999, the 
Commercial paper program was classified as long-term since the Company has the ability and the intent to maintain such debt on 
a long-term basis and has a bank credit facility available (see (a) above) until 2003 to replace such debt, if necessary. 
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11.Long-term debt: (cont'd) 


(c) The Company has negotiated and obtained two additional bank credit facilities for which the total limit was initially $1,250,000,000 
to finance the acquisition of WCP. One of these is a revolving bank credit facility of $450,000,000 maturing in August 2002. 
This facility can also be used for general corporate purposes. The other facility is a term loan of $800,000,000 divided into two 
tranches. On the first tranche of $650,000,000, a segment of $350,000,000 matures in August 2000 and the remaining 
balance of $300,000,000 can be extended until August 2001. The second tranche of $150,000,000 was cancelled in December 
1999 at the Company’s request. These facilities bear interest at variable rates based on LIBOR. At December 31, 1999, the 
drawings under these facilities bear interest at rates ranging from 7.1% to 7.2%. The credit agreements contain certain restric- 
tions, including the obligation to maintain certain financial ratios. 


(d) The debentures mature on January 15, 2007. 
(e) The debentures mature on August 1, 2027 and are redeemable at the option of the holder at their par value on August 1, 2004. 


(f) The subordinated notes mature on November 15, 2008. The aggregate principal amount of the notes is $300,000,000 and the 
notes are redeemable at the option of the Company at a decreasing premium between November 2003 and November 2006, 
and thereafter at par value until their final maturity. The notes were issued by WCP and revalued in order to reflect their fair 
value at the time WCP was acquired, based on the Company’s borrowing rate for similar financial instruments. The notes 
contain certain restrictions on Quebecor World (USA) Inc. ("QWU”) , including limitations on its ability to incur additional 
indebtedness. 


The subordinated notes mature on February 15, 2009. The aggregate principal amount of the notes is $300,000,000 and the 
notes are redeemable at the option of the Company at a decreasing premium between February 2004 and February 2007, and 
thereafter at par value until their final maturity. The notes were issued by WCP and revalued in order to reflect their fair value 
at the time WCP was acquired based on the Company’s borrowing rate for similar financial instruments. The notes contain 
certain restrictions on QWU including limitations on its ability to incur additional indebtedness. 


e 


= 


Other debts and capital leases are partially secured by assets. A portion of $184,125,000 is denominated in euros and a 
portion of $9,296,000 in Swedish krona. At December 31, 1999, these debts and capital leases bear interest at rates ranging 
from nil to 19.7%. 


Principal repayments on long-term debt are as follows: 


2000 $ 77,260 
2001 1335255 
2002 508,874 
2003 265,040 
2004 262,130 
2005 and thereafter 1,413,612 


a 


12. 


13. 


Other liabilities: 


1999 1998 
Pension liability $ 81,046 $ 67,866 
Reserve for unfavorable leases acquired 57,563 7,711 
Reserve for environmental matters 18,759 Qi 737) 
Workers’ compensation accrual 17,184 OW 
174,552 108,931 
Other 50,594 18,928 
$ 225,146 $ 127,859 

Convertible debentures: 
Maturity 1999 1998 
Convertible Senior Subordinated Notes 6.00% (a) 2007 $ 128,806 $ - 
French Convertible Debentures (b) 2001 50,946 58,193 
$ 179,752 $ 58,193 


(a) The convertible senior subordinated notes mature on October 1, 2007. The notes were issued by WCP and revalued in order to 


a 


reflect their fair value at the time WCP was acquired based on the Company’s borrowing rate for similar financial instruments. The 
portion of the notes which can be converted into equity shares of the Company was valued at the date of acquisition and classi- 
fied as other paid-in capital. Since the acquisition of WCP by the Company, each $1,000 tranche is convertible into $197.25 
in cash and 30.5884 Subordinate Voting Shares of the Company which corresponds to a price of $26.24 per share. The notes are 
convertible at the option of the holder at any time, and redeemable at the option of the Company at a decreasing premium from 
October 2000 to the final maturity. Certain conditions apply to a redemption between October 2000 and October 2002. Pursuant 
to the terms of the convertible notes, the Company made a par tender offer for 100% of the face value of $151,800,000 of the notes 
during the course of 1999, and subsequently repurchased $7,621,000 thereof. The aggregate principal amount of the notes, as at 
December 31, 1999, is $144,179,000. The number of equity shares to be issued upon conversion of the convertible notes would 
amount to 4,410,200. 


A French subsidiary of the Company issued at the time of its acquisition in 1995 debentures convertible into shares of this sub- 
sidiary. The total amount of convertible debentures outstanding as at December 31, 1999 is FF 344,033,000 ($52,671,000) 
(FF 344,033,000 ($61,135,000) as at December 31, 1998). A portion of this amount has been discounted at an imputed rate of 
4.5% in order to reflect the fair value of the debentures at the time the subsidiary was acquired by the Company. The Company 
has the right to redeem these debentures. In addition, a portion of FF 172,016,000 ($26,336,000) cannot be converted without 
prior approval by the Company. The convertible debentures bear interest at rates varying between 1.0% and 5.0% and mature on 
December 31, 2001. The Company's interest in this subsidiary would decrease from 100% to 78.5% if the debentures were 
converted and the Company did not exercise its redemption rights. 
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14. Capital stock: 


(a) Authorized capital stock: 


(b 


— 


Equity shares: 


Multiple Voting Shares, authorized in an unlimited number, without par value, carrying ten votes per share, convertible at any 
time into Subordinate Voting Shares on a one-for-one basis. 


Subordinate Voting Shares, authorized in an unlimited number, without par value, carrying one vote per share. 


Preferred shares, authorized in an unlimited number, without par value, issuable in series; the number of preferred shares in each 
series and the related characteristics, rights and privileges are to be determined by the Board of Directors prior to each issue. 


The First Preferred Shares Series 2 are entitled to a fixed cumulative preferential cash dividend of Cdn $1.25 per share per annum, 
payable quarterly from March 1, 1998 to November 30, 2002, if declared. Thereafter, the annual dividend will be a floating 
adjustable cumulative preferential cash dividend based on prime rate and payable on a monthly basis, if declared. 


These preferred shares are redeemable in whole but not in part, at the Company’s option, on December 1, 2002. Thereafter, 
these preferred shares may be converted into Series 3 cumulative redeemable First Preferred Shares under certain conditions. 


The Series 3 cumulative redeemable First Preferred Shares would be entitled to a cumulative fixed dividend set by the Company 
for a five-year period determined before the first initial quarterly dividend which would begin on December 1, 2002. These 
shares also would have redemption and conversion characteristics similar to the First Preferred Shares Series 2. 


Issued and outstanding Subordinate Voting Shares: 


In 1999, the Company issued 6,500,000 Subordinate Voting Shares for a cash consideration of Cdn $234,000,000 ($159,143,400) 
before share issue expenses of Cdn $9,860,000 ($6,705,800) recorded as a reduction of retained earnings. 


Pursuant to the acquisition of WCP (note 7), the Company issued 25,045,200 Subordinate Voting Shares for a value determined 
at $23.61 per share based on an average market price before and after the date of the transaction. Share issue expenses of 
$9,424,000 were recorded as a reduction of retained earnings. 


15. Stock plans: 


(a) 


(b) 


Employee share plan: 


Effective September 1, 1998, an Employee Share Investment Plan (ESIP) was implemented giving eligible employees in Canada 
the opportunity to subscribe for up to 4% of their gross salaries to purchase shares of the Company’s capital stock on the open 
market and to have the Company invest, on the employee's behalf, a further 20% of the amount invested by the employee. 
Participation at December 31, 1999 was 1,822 employees (1,462 at December 31, 1998). The total number of ESIP shares 
purchased on behalf of employees, including the Company’s contribution, was 87,270 in 1999 and 18,220 in 1998. 


Stock option plans: 


Under stock option plans, a total of 4,595,273 Subordinate Voting Shares has been reserved for senior executives and other 
employees. As of December 31, 1999, the number of Subordinate Voting Shares related to the stock options outstanding is 
4,127,254. The subscription price is equal to the share market price at the date the options were granted, except for 30,000 stock 
options granted to a senior executive in November 1991 that have a subscription price of Cdn $0.67 per share. The options may 
be exercised during a period not exceeding ten years from the date they have been granted. 


The number of stock options outstanding fluctuated as follows: 


1999 1998 

Balance, beginning of year 2,577,303 1,377,195 

Issued 1,812,669 doo O ou 
Exercised (252,796) (194,799) 
Cancelled (9,922) (135,244) 
4,127,254 D5 7303 


The following table summarizes information about stock options outstanding at December 31, 1999: 


Options outstanding Options exercisable 

Weighted- 

average 
Number remaining Weighted- Number Weighted- 
outstanding contractual average exercisable average 
Range of exercise prices (thousands) life (in years) exercise price (thousands) exercise price 
$0.46 30 189 $ 0.46 30 $ 0.46 
$10 - $13 411 4.6 11.21 363 11.26 
$13 - $16 417 7.6 15.46 53 13.21 
$16 - $19 819 7.8 18.25 115 1737 
$19 - $22 424 8.9 2133 5 19.28 
$22 - $25 2,026 9.6 ) 23.07 - - 
4,127 8.4 $ 19.82 566 Sy 
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16. Translation adjustment: 


The charge in the translation adjustment included in shareholders’ equity is the result of the fluctuation of the exchange rates on 
translation of net assets of self-sustaining foreign operations. 


17. Financial instruments and concentrations of credit risk: 
(a) Fair value of financial instruments: 


The carrying values of cash and cash equivalents, trade receivables, bank indebtedness, and trade payables and accrued 
liabilities approximate their fair values because of the short-term nature of these items. 


The following table summarizes the book value and fair value at December 31, 1999 and 1998 of those financial instruments 
having a fair value different from their book value as at December 31. The fair values of the financial liabilities are estimated 
based on discounted cash flows using year-end market yields. The fair values of the derivative financial instruments are 
estimated using year-end market rates, and reflect the amount that the Company would receive or pay if the instruments were 
closed out at these dates. 


1999 1998 
Book Value Fair Value Book Value Fair Value 
Financial liabilities 
Long-term debt $ (2,660,171) $ (2,632,833) $ (1,192,007) $ (1,192,636) 
Convertible debentures (179,752) (178,579) (58,193) (67,357) 
Derivative financial instruments 
Interest rate swap agreements - (755) = (2,957) 
Foreign exchange forward contracts - 8,739 - (1,515) 
Cross currency interest rate swaps - 1,621 = = 


i a 


" Including current portion 


17. Financial instruments and concentrations of credit risk: (cont’d) 


(b) Foreign exchange risk management: 


(c 


~~ 


The Company enters into foreign exchange forward contracts and cross-currency interest rate swaps to hedge the settlement of raw 
materials and equipment purchases, to set the exchange rate for cross-border sales and to manage its foreign exchange exposure 
on certain liabilities. The amounts of outstanding contracts at year-end, presented by currency, are included in the table below: 


These amounts represent the notional value on which each contract is based. 


Currencies Notional principal amount “” 

(sold / bought) 1999 1998 
$/ Cdn $ 

Less than 1 year $ 108,135 $95,307 

Between 1 and 3 years 78,245 99,278 
Euro / $ 

Less than 1 year 117,262 93,598 

Between 1 and 3 years 15,366 6,155 
SEK / $ 

Less than 1 year 35,397 - 

Between 1 and 3 years 18,371 - 
GBP / Euro 

Less than 1 year 13,865 12,229 
Other 

Less than 1 year 29,232 16,198 

Between 1 and 3 years - 16,131 

$ 415,873 $ 338,896 


) Transactions in foreign currencies translated into dollars using the closing exchange rate as at December 31, 1999 and 1998. 


Interest rate risk management: 


The Company has entered into interest rate swaps to manage its interest rate exposure on an amount of $45,930,000 in euros. 
These agreements will expire between December 2000 and March 2003. 


The Company also entered into cross-currency interest rate swaps to manage both its foreign exchange and interest rate exposure 
on an amount of $26,056,000 in euros. The currency impacts are reflected in the table in (b) above. These agreements will expire 
between December 2000 and November 2001. 
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17. Financial instruments and concentrations of credit risk: (cont’d) 


(d) Credit risk: 


The Company is exposed to credit losses resulting from default by counterparties when using financial instruments. 


When the Company enters in foreign exchange contracts and fixed interest rate agreements, the counterparties are international 
and Canadian banks having a minimum credit rating of A- by Standard & Poor's or of A3 by Moody's. The Company does not fore- 
see any failure by the counterparties in meeting their obligations. 


The Company, in the normal course of business, continuously monitors the financial condition of its customers and reviews the 
credit history of each new customer. At December 31, 1999, no customer balance represents a significant portion of the Company's 
consolidated trade receivables. The Company establishes an allowance for doubtful accounts that corresponds to the specific 
credit risk of its customers, historical trends and other information on the state of the economy. 


The Company believes that the product and geographic diversity of its customer base is instrumental in reducing its credit risk, as 
well as the impact on the Company of fluctuations in local market or product-line demand. The Company has long-term contracts 
with most of its largest customers. These contracts usually include price adjustment clauses based on the cost of paper, ink and 
labor. The Company does not believe that it is exposed to an unusual level of customer credit risk. 


18. Commitments and contingencies: 


(a) Leases: 


(b 


= 


The Company rents premises and equipment under operating leases which expire at various dates up to 2010 and for which 
minimum lease payments total $586,731,000. 


Annual minimum payments under these leases for each of the next five years are as follows: 


2000 $ 102,386 
2001 90,277 
2002 74,528 
2003 53,609 
2004 44,717 


Se 


Fixed assets: 


As at December 31, 1999, the Company had commitments to purchase fixed assets for a total value of approximately $29,150,000. 


18. Commitments and contingencies: (cont'd) 


(c) Environment: 


The Company is subject to various laws, regulations and government policies principally in North America and Europe, relating 
to health and safety, to the generation, storage, transportation, disposal and environmental emissions of various substances, and 
to environment protection in general. The Company believes it is in compliance with such laws, regulations and government 
policies, in all material respects. Furthermore, the Company does not anticipate that maintaining compliance with such environmental 
statutes will have a material adverse effect upon the Company’s competitive or consolidated financial position. 


19. Related party transactions: 


The Company entered into the following transactions, at prices and conditions prevailing on the market, with related parties and were 
accounted for at the exchange value: 


1999 1998 1997 
Revenues $ 17,293 $ 15,006 Set 239 
Purchases 24,423 26,037 24,321 
Interest expense (income) (138) 28 406 
Fees paid to the parent company, Quebecor Inc. 8,499 1,807 1,810 


Fees paid to the parent company include an amount of $6,500,000 in connection with the acquisition of WCP and the related issuance 
of equity as well as management fees paid in the normal course of business. 


As at December 31, 1999, the Company had amounts payable from affiliated companies amounting to $273,000 ($2,376,000 
amounts receivable as at December 31, 1998). 


20. Pension plans: 


The Company maintains defined benefit pension plans for its employees. The Company's policy is to maintain its contribution at a 
level sufficient to cover benefits. An actuarial valuation of the Company's various pension plans was performed during the last three 
years. The net pension expense is as follows: 


Neen ee ee ee Et Ean aa 


1999 1998 1997, 


Net pension expense $ 20,558 $ 16,822 oe 12627, 
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20. Pension plans: (cont'd) 


21; 


The financial position of the pension plans is summarized as follows: 


a 


1999 1998 1997 
Fair market value of pension fund assets $ 581,707 $ 353,047 $ 340,020 
Actuarial present value of accrued pension benefits 577,323 385,370 366,627 
Surplus (deficit) $ 4,384 $ (B273)3)) $ (26,607) 


Interest on the actuarial present value of accrued pension benefits was computed using rates varying from 5.5% to 8.5%. The average 
compensation increase was established at rates varying from 3.0% to 5.5%. The assumed long-term rate of return of pension funds 
assets was estimated at rates varying from 7.25% to 10.25%. 


At December 31, 1999, the fair market value of pension fund assets and the actuarial present value of accrued pension benefits 
related to pension funds of WCP amount to $190,458,000 and $186,150,000 respectively. 
Significant differences between generally accepted accounting principles (“GAAP”) in Canada and the United States: 
The Company's consolidated financial statements have been prepared in accordance with generally accepted accounting principles 
(“GAAP”) in Canada, which differ in some respects from those applicable in the United States. The following are the significant 
differences in accounting principles as they pertain to the consolidated statements. 
(a) Reconciliation of net income and earnings per share: 

The application of GAAP’in the United States would have the following effects on net income as reported: 


a ee ee. 
1999 1998 1997 


Net income, as reported in the consolidated 
statements of income per GAAP in Canada $ §©=—- 80,056 $ 159,560 $ 130,440 


Adjustments, net of applicable income taxes 


Post-employment benefit costs other than pension costs (i) (1,020) (618) (418) 
Foreign currency translation (ii) - ~ 455 
Business process reengineering costs (iii) 1,044 OS (2,059) 
Accounting for income taxes (iv) (1,571) 708 962 

(1,547) OS (1,060) 


Net income, as adjusted per GAAP 
in the United States $ 78,509 $ 160,665 $ 129,380, 


21. Significant differences between generally accepted accounting principles (“GAAP”) in Canada and 


the United States: (cont'd) 


(a) Reconciliation of net income and earnings per share: (cont'd) 


1999 1998 1997 
Per share data 
Net income, as reported per GAAP in Canada $ 0.56 1229 112 
Effect of adjustments, net of 
applicable income taxes (0.01) 0.01 (0.01) 
Net income, as adjusted per GAAP 
in the United States $ 60.55 1.30 il 


(i) Post-employment benefit costs other than pension costs 


Post-employment benefit costs other than pension costs have been recognized as incurred by the retirees and paid by the 
Company as allowed by GAAP in Canada. Under GAAP in the United States, the cost of these benefits would have been 
recognized as the services were rendered and, consequently, would have been allocated throughout the years during which 


these services were rendered by the employees concerned. 


(ii) Foreign currency translation 


Under GAAP in Canada, unrealized exchange losses arising from the translation of long-term debt denominated in foreign 
currencies are deferred. Amounts so deferred are amortized over the remaining life of the related debt. Under GAAP in the 
United States, these losses would have been charged to income and, consequently, no amount would have been deferred in the 


consolidated balance sheets under the item “Other assets”. 
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21. Significant differences between generally accepted accounting principles (“GAAP”) in Canada and 
the United States: (cont'd) 


(a) Reconciliation of net income and earnings per share: (cont'd) 


(iii) 


(iv) 


(v) 


(vi) 


(vii) 


Business process reengineering costs 


Under GAAP in Canada, certain costs incurred in connection with a consulting contract or an internal project that 
combines business process reengineering and information technology transformation have been deferred in the 
consolidated balance sheets under the items “Other assets” or “Fixed assets” and amortized over periods varying from three 
to five years. Under GAAP in the United States effective in 1997, these costs should be expensed as incurred. The effect 
of the application of GAAP in the United States in 1997 includes the write-off of the unamortized balance from previous years. 


Income taxes 


Under GAAP in Canada, deferred income taxes in the consolidated balance sheets are not adjusted to reflect subsequent 
changes in tax rates. In addition, tax benefits arising from losses carried forward not recognized at the time of business 
acquisitions, are accounted for as income in the year the benefit is realized. Under GAAP in the United States, deferred income 
taxes in the consolidated balance sheets must be adjusted to reflect subsequent changes in tax rates and the tax benefits related 
to business acquisitions from previous years are recorded in reduction of goodwill when they are realized. In addition, some 
differences that are considered of a permanent nature under GAAP in Canada are rather considered as temporary differences 
under GAAP in the United States. 


Presentation of restructuring and other charges 

United States GAAP requires that restructuring and other charges be included in the determination of operating income and 
does not permit the disclosure of a subtotal of the amount of operating income before these restructuring and other charges. 
Canadian GAAP permits the disclosure of a subtotal of the amount of operating income before restructuring and other 
charges referred to above. 

Presentation of goodwill amortization 

Under GAAP in Canada, goodwill amortization is presented, net of related income taxes, and is excluded from the calcu- 
lation of operating income and presented before net income. Under GAAP in the United States, goodwill amortization is 
included in the computation of operating income and is presented as an operating expense. 


Equity portion of convertible notes 


Under GAAP in Canada, the equity portion of the convertible notes is recorded under shareholders! equity as other paid-in 
capital. Under GAAP in the United States, no such allocation is required. 


21. Significant differences between generally accepted accounting principles (“GAAP”) in Canada and 
the United States: (cont'd) 


(b) Effect on consolidated balance sheets: 


(c) 


The application of GAAP in the United States would have the following effects on the consolidated balance sheets, as reported: 


1999 1998 
Canada __— United States Canada _ __ United States 


Current assets (iv) $1,260,977 $1,297,362 $ 954230 $ 963,652 
Fixed assets (iv) 2,881,105 2,895,307 2,210,964 2,221,964 
Goodwill (i) (iv) - 2,460,418 2,526,707 595,724 639,467 
Other assets (ii) (iii) 153,752 153,752 81,198 S25 
Current liabilities (i) (iv) 1,221,288 1,224,828 710,124 7 Nd,520 
Other liabilities (i) (iv) 225,146 290,203 127,859 155,657 
Deferred income taxes (i) (ii) (iii) (iv) 204,269 255,000 223,085 254,613 
Convertible debentures (vii) 179,752 200,583 58,193 58,193 
Other paid-in capital (vii) 20,831 - - - 
Retained earnings (i) (ii) (iii) (iv) 653,751 650,155 629,596 627,547 


Translation adjustment (i) (ii) (96,281) (95,137) (51,967) (51,948) 


Comprehensive income: 


Moreover, the application of GAAP in the United States requires the disclosure of comprehensive income in a separate financial 
statement, which includes the net income as well as revenues, charges, gains and losses recorded directly to equity. 


1999 1998 1997 
Net income, as adjusted per GAAP in the United States $ 78,509 $ 160,665 $ 129,380 
Currency translation adjustment (43,189) 4,484 (33,225) 
Comprehensive income as per GAAP in the United States $635,320 “$165,149 $0°96,155 
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22.Segment disclosure: 


The Company operates in the printing industry. Its business units are located in four main segments: the United States, Canada, 
Europe and South America. 


These segments are managed separately since they all require specific market strategies. The Company assesses the performance of 
each segment based on operating income. 


Accounting policies relating to each segment are identical to those used for the purposes of the consolidated financial statements. 
Intersegment sales are made at fair market values, which approximate those prevailing on the markets serviced. Management of 
financial expenses and income tax expense is centralized and, consequently, these expenses are not allocated among operating groups. 


United States Canada Europe South Inter- 
(1) (2) (3) America (4) Other segment Total 
Revenues 
1999 $ 2,938,396 $ 972,420 $ 944,914 §$ 95,804 $ - $ 1,003: $ 4,952,537 
1998 2,045,622 QS) 755,360 81,266 4,393 (1,465) 3,808,155 
S87 1,927,878 902,353 613,509 Saou 6,354 (416) 3,483,199 


Amortization of fixed assets and deferred charges 


1999 179,492 46,086 53,036 5,887 1,491 - 285,992 
1998 124,580 45,270 48,856 4,305 778 = 223,789 
S97, 113,804 43,820 40,649 1,762 769 = 200,804 


Operating income before restructuring and other charges 


1999 289,490 96,020 68,137 7,580 12,018 - 473,245 
1998 145,305 87,999 65,761 9,662 8,772 - 317,499 
ISS 140,337 73,940 47,299 4,696 12,099 - 278,371 


Goodwill amortization 


1999 22,632 922 6,262 334 - - 30,150 
1998 7,578 1,230 6,388 254 165 = 15,613 
S97 6,351 1,305 1,976 103 190 — 9925 


Additions to fixed assets 


1999 97,954 45,442 46,327 4,405 580 = 194,708 

1998 246,634 SO 21,457 6,826 6,989 - S128 

1997 2137305 47,723 58,987 4,891 700 - 325,606 
Assets 

1999 4,923,561 553,562 1,104,598 134,930 39,601 ~ 6,756,252 

1998 2 227685 536,966 1,048,162 OV S57 26,946 - 3,842,116 


(1) The American segment includes a business unit in Germany. 
(2) The Canadian segment includes three business units in the United States and one in India. 
(3) The European segment includes business units located in Austria, Finland, France, Spain, Sweden and the United Kingdom. 


(4) The South American segment includes business units located in Argentina, Chile, Colombia, Mexico and Peru. 


pas 


23. 


Segment disclosure: (cont'd) 
The Company carries out international commercial printing operations, and offers its customers a broad range of printed products 
and related communications services, such as magazines, retail inserts, catalogs, books, specialty printing and direct mail, 


directories, digital and other value-added services. 


Revenues per product aré as follows: 


1999 1998 1997 
Magazines $ 1,463,937 29.6 % $1,108,274 29.1% $4,991, 382" 928.5% 
Retail inserts 1,041,478 21.0 Ways) — PADS) 684,140 19.6 
Catalogs 770,522 15.6 OY ISG 115s 500,304 14.4 
Books 644,461 13.0 508221 ils 508,749 14.6 
Specialty printing and 

direct mail 530,709 = 10.7 380,226 10.0 BEI 0 e106 
Directories 234,392 4.7 164,234 4.3 156,444 4.5 
Digital and other value-added services 267,038 5.4 269,488 7.1 2/2, 250° 7.8 


$ 4,952,537 100.0 % $ 3,808,155 100.0% $ 3,483,199 100.0 % 


Uncertainty due to the Year 2000 Issue: 


Although the change in date has occurred, it is not possible to conclude that all aspects of the Year 2000 Issue that may affect the 
Company, including those related to customers, suppliers, or other third parties, have been fully resolved. 
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Selected Financial Data 


Years ended December 31 


(In thousands of US dollars, except per share data) 


1999 1998 1997 1996 1995 

Operations 
Revenues $ 4,952,537 $ 3,808,155 $ 3,483,199 S73 AlO:292 $ 3,003,998 
Operating income before amortization 

and restructuring and other charges 759,237 541,288 479,175 454,667 421,604 
Operating income before restructuring 

and-other charges 473,245 317,499 278,371 269,078 260,432 
Net income 80,056 159,560 130,440 126,295 105,460 
Cash provided from operating activities 710,142 413,915 317250 381,513 175,909 
Per share data 
Earnings $ 0.56 $ 1.29 $ tie Ss 1.09 $ 1.05 
Cash provided from operating activities 5.58 3.49 YATES 3.30 LS 
Average number of equity shares 

outstanding (in thousands) 125,393 S208: 115,567 ies Ent, 100,648 
Financial Position 
Working capital $ 39,689 $ 244,106 $. 219,309 $ 206,824 $.. 273,563 
Long-term debt 2,582,911 1,140,941 9135269 767,294 805,676 
Shareholders’ equity 2,320,884 1,564,504 1,436,340 1,155,066 1,060,114 
Total assets 6,756,252 3,842,116 3,475,538 2,913,410 2, 96,088 
Selected Quarterly Financial Data 
(In thousands of US dollars, except per share data) 1999 
(Unaudited) March June September December 
Revenues $ 910,515 $ 944,323 $ 1,257,143 $ 1,840,556 
Operating income before amortization 

and restructuring and other charges 114,042 145,338 199,606 300,251 
Operating income before restructuring 

and other charges 56,718 85,936 127,022 203,569 
Net income (loss) 24,223 45,890 55,650 (45,707) 
Earnings (loss) per share $ 0.19 $ 0.37 «5 0.44 $ (0.44) 

1998 

(Unaudited) March June September December 
Revenues $ 881,879 $ 890,171 $ 957,174 $ 1,078,931 
Operating income before amortization 

and restructuring and other charges 1035237 129,237 147,240 161,574 
Operating income before restructuring 

and other charges 50,224 74,234 90,531 102,510 
Net income 20,689 38,948 46,485 53,438 
Earnings per share $ 0.16 $ 0.31 ‘$ 0.38 $ 0.44 
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Shareholder Information 
Trading of Subordinate Voting Shares 


1999 1998 
(In Cdn dollars) High Low High Low 
First Quarter 35.40 31.35 26.40 DNAS 
Second Quarter 36.70 31.75 2625 24.35 
Third Quarter 36.70 31.65 30.00 25m 
Fourth Quarter 35.65 32.15 34.00 26.10 
Year 36.70 31.35 34.00 DNAS 


1999 1998 
(In Cdn dollars) High Low High Low 
First Quarter 35.50 31.40 26.45 22.00 
Second Quarter 37.00 31.70 26.35 24.35 
Third Quarter 36.55 31.65 30.00 ZS ANO; 
Fourth Quarter 35.30 31.25 34.00 26.05 
Year 37.00 31-25 34.00 22.00 


1999 1998 
(In US dollars) High Low High Low 
First Quarter 23.13 20.56 18.69 (5.Be 
Second Quarter 25.06 21.63 18.06 16.88 
Third Quarter 24.44 21.63 19.44 225 
Fourth Quarter 23.88 21.19 21.88 WHE 
Year 25.06 20.56 21.88 S83} 
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Shareholder Information 


$350 Listing on the NYSE 
December 7, 1995 


$300 3 for 2 Split effective 
May 7, 1994 


$250 Initial Public Offering 
February 24, 1992 


Merger with 
World Color 
October 8, 1999 


$200 
$150 Treasury Share Issue 
l June 4, 1999 ==== Quebecor World 
$100 Ye | Treasury Share Issue | TSE/300 
December 14, 1995 
— m——= S&P/TSE 60 
1992 1993 1994 1995 1996 1997 1998 1999 2000 
Stock Listing Annual Information Form Co-Transfer Agents 


The Annual Information Form 
may be obtained by writing to: 


Quebecor Printing Inc. Subordinate Voting 
Shares are listed on the Toronto Stock Exchange 


Montreal Trust Company 
Toronto, Winnipeg, Regina, 
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under the symbol IQI, and on the New York 
Stock Exchange under the symbol PRW. 


At the Annual Meeting of Quebecor Printing Inc. 
on April 25, 2000, shareholders will be asked to 
approve a change of legal name to Quebecor 
World Inc. Upon shareholder approval of the 
new name, the Company's shares will trade under 
the new symbol QW on both the Toronto Stock 
Exchange and the New York Stock Exchange. 


Annual Meeting 

The Annual Meeting of Shareholders will be held 
at 10:00 a.m. on April 25, 2000 at: 

Hotel Marriot Chateau Champlain 

1 Place du Canada 

Montreal, Quebec 


Corporate Secretary 
Quebecor Printing Inc. 
612 St. Jacques Street 
Montreal, Quebec 
H3C 4M8 


Registrar 

Desjardins Trust Inc. 

1 Complexe Desjardins 
P.O. Box 34 

Desjardins Branch 
Montreal, Quebec 
H5B 1£4 


Transfer Agent 
Desjardins Trust Inc. 
Montreal 


Calgary, Vancouver 


Chase Mellon 
Shareholder Services LL.C. 
New York, USA 


Auditors 
KPMG LLP 


Vous pouvez vous procurer une version 
francaise de ce rapport annuel en vous 
adressant a : 

Imprimeries Quebecor inc. 

612, rue Saint-Jacques 

Montréal (Québec) 

H3C 4M8 


Main Business Locations 


Quebecor World 
Head Office 


Quebecor World Canada 


612 St. Jacques Street 
Montreal, Quebec 
Canada H3C 4M8 
Tel.: (514) 954-0101 

(800) 567-7070 
Fax: (514) 954-9624 
www.quebecorworld.com 


Succursale de Granges-Paccot 
Route des Arseneaux 15 
Chayette 8 CH 1700 

Fribourg, Switzerland 

Tel.: 41 26 347 4777 

Fax: 41 26 347 4778 


Quebecor World North America 


340 Pemberwick Road 
Greenwich, CT 06831 
United States 

Tel.: (203) 532-4200 
Fax: (203) 532-4373 


275 Wellington St. East 
Aurora, Ontario 
Canada L4G 6)9 

Tel.: (905) 841-4500 
Fax: (905) 841-3936 


Quebecor World Europe 


114, avenue Charles de Gaulle 
92522 Neuilly-sur-Seine 
France 

fel 3305562 Mad 

Fax:.33 (1).55 62 11 01 


Quebecor World Latin America 


Maipu 939, 1* piso 
(1006) Buenos Aires 
Argentina 

Tel.: 54 114 313 7196 
Fax: 54 114 314 6266 


For a more complete list of addresses, please refer to our Website at: 


www.quebecorworld.com 
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